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UNFAIR  TRADE  PRACTICES 


THURSDAY,  MARCH  10,  1994 

House  of  Representatives, 
Subcommittee  on  Fisheries  Management, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  DC. 

The  Subcommittee  met,  pursuant  to  call,  at  1:39  p.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  Thomas  J.  Manton 
[chairman  of  the  Subcommittee]  presiding. 

Present:  Representatives  Manton,  Hughes,  Unsoeld,  Lancaster, 
Young,  Kingston,  Torkildsen. 

Also  Present:  Senator  Kerry  and  Representative  Frank. 

Staff  Present:  Jim  Mathews,  Staff  Director;  Greg  Lambert,  Coun- 
sel; Lori  Rosa,  Clerk;  Jean  Flemma  and  Frank  Lockhart,  Profes- 
sional Staff;  Amy  Santin  and  Bonnie  Bruce,  Sea  Grant  Fellows; 
Ruth  Freesland,  Clerk;  and  Rod  Moore,  Dave  Whaley,  and  Ed  Lee, 
Minority  Professional  Staff. 

OPENING  STATEMENT  OF  HON.  THOMAS  J.  MANTON,  A  U.S. 
REPRESENTATIVE  FROM  NEW  YORK 

Mr.  Manton.  Good  afternoon,  ladies  and  gentlemen,  and  wel- 
come. Today,  the  Subcommittee  on  Fisheries  Management  takes  up 
a  timely  matter  which  brings  together  a  broad  range  of  interests. 
Here  assembled,  we  have  representatives  of  the  Departments  of 
State,  Commerce,  Health  and  Human  Services,  the  U.S.  Trade  Rep- 
resentative's Office,  and  the  National  Fisheries  Institute.  I  appre- 
ciate the  attention  and  cooperation  all  of  you  have  shown  in  ad- 
dressing this  matter. 

When  France  closed  her  borders  to  U.S.  fish  products,  the  action 
shocked  governments  and  their  fishing  industries  worldwide.  With- 
out any  notice,  the  companies  and  individuals  who  relied  upon 
French  markets  were  caught  in  an  untenable  situation.  These  ill- 
advised  and  unfair  actions  should  be  an  embarrassment  to  the 
French  Government. 

This  is  not  the  first  time  France  has  challenged  free  trade  by  im- 
plementing unwarranted  trade  barriers.  Let  us  not  forget  that  U.S. 
seafood  is  still  being  warehoused  in  France  after  a  year  of  con- 
troversy over  labeling  requirements.  In  news  reports  from  France, 
we  have  seen  rioting  by  farmers  and  fishermen.  We  understand 
their  concerns  all  too  well  because  many  of  our  own  farmers  and 
fishermen  have  the  same  anxieties. 

Our  fishing  communities  have  been  caught  in  a  Catch-22  situa- 
tion. Many  U.S.  fishermen  can  barely  stay  afloat  with  their  Hmited 
catches  due  to  management  plans  which  restrict  fishing  and  de- 
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pleted  stocks.  Though  we  can  sympathize  with  the  problems 
abroad,  we  know  that  our  fishermen  suffer  from  these  same  hard- 
ships. Congress  cannot  and  will  not  condone  the  unfair  trade  meas- 
ures imposed  by  the  French  Government. 

Our  colleagues  in  the  other  body  made  that  point  clear  Tuesday 
when  they  passed  the  resolution  admonishing  the  actions  of  the 
French  Government.  The  House  Subcommittee  on  Economic  Policy, 
Trade,  and  Environment  expressed  the  same  disapproval  when 
they  passed  a  similar  measure  earlier  this  week. 

I  am  encouraged  with  the  progress  Ambassador  Kantor  has  nego- 
tiated so  far.  I  hope  we  can  move  swiftly  to  fully  resolve  this  issue. 
I  now  recognize  the  distinguished  ranking  member.  Congressman 
Young,  for  an  opening  statement. 

STATEMENT  OF  HON.  DON  YOUNG,  A  U.S.  REPRESENTATIVE 

FROM  ALASKA 

Mr.  Young.  Thank  you,  Mr.  Chairman.  I  deeply  appreciate  your 
holding  this  hearing.  I  find  it  very  disturbing  that  one  of  our  allies 
would  treat  us  the  way  it  has.  The  United  States  worked  very  hard 
to  get  the  trade  agreements  in  the  European  Union.  In  the  past 
month,  France  has  acted  with  total  disregard  to  these  agreements 
in  its  harassment  of  U.S.  exported  fish.  It  should  be  an  embarrass- 
ment for  the  French.  I  am  not  sure  it  is. 

I  find  it  outrageous  that  France  is  placating  its  fishermen  at  the 
expense  of  U.S.  companies.  This  time  of  year  is  very  important  for 
fish  processing  companies,  and  now  due  to  illegal  trade  actions, 
some  companies  had  to  close  their  doors,  and  to  me  this  is  unac- 
ceptable. 

Mr.  Chairman,  I  just  came  out  of  a  grocery  store  last  night  be- 
cause of  this  issue,  and  I  think  the  French  Government  had  better 
take  this  very  seriously.  We  will  talk  to  our  Trade  Representative 
later  on,  and  we  don't  want  to  get  in  a  trade  war.  But  if  you  walk 
into  the  Giant  stores  or  the  Safeway  stores  and  go  down  those 
shelves  and  see  the  number  of  French  products,  I  would  like  to 
shut  them  all  off  because,  to  my  knowledge,  there  was  no 
prewarning  to  the  fishermen  or  to  the  importers  or  the  exporters 
of  the  fish  from  America. 

There  was  about  $200,000  lost  in  sales  during  that  period  of 
time.  There  was  probably  $100,000  to  $150,000  loss  of  product.  But 
more  than  that  was  the  action  itself.  It  showed  very  poor  profes- 
sionalism, and  as  far  as  I  am  concerned,  you  can  take  your  French 
cheese  and  your  French  bread  and  your  French  escargots,  and  you 
can  put  it  where  you  would  really  like  not  to  have  them  put.  Thank 
you,  Mr.  Chairman. 

Mr.  Manton.  The  Chair  would  recognize  Representative  Barney 
Frank  from  the  State  of  Massachusetts  for  a  statement. 

STATEMENT  OF  HON.  BARNEY  FRANK,  A  U.S. 
REPRESENTATIVE  FROM  MASSACHUSETTS 

Mr.  Frank.  Thank  you,  Mr.  Chairman.  And  to  the  ranking  mem- 
ber, I  appreciate  that  very  prompt  response  that  you  were  giving 
us,  and  I  know  this  reflects  your  own  concern  and,  of  course,  the 
Chairman  of  the  full  Committee,  my  colleague,  Mr.  Studds. 


We  have  had  some  progress,  I  think,  in  part  because  there  was 
congressional  interest,  but  we  are  not  there  yet.  And  I  think  we 
have  to  make  a  couple  of  things  clear.  First,  while  the  official  policy 
is  now  better,  there  are  still  individual  companies  that  have  been 
singled  out  for  inspection  processes,  and  they  have  been  singled  out 
not  just  for  inspection  processes  but  in  ways  that  have  led  to  prob- 
lems with  their  customers.  And  we  are  talking  about  companies  for 
which,  I  believe,  there  is  no  basis  for  concern,  people  who  have 
been  complying  with  all  the  rules,  people  about  whom  there  is  no 
significant  prior  history  of  problems.  And,  obviously,  it  is  not  ac- 
ceptable to  have  the  policy  changed  de  jure  but  to  have  inspection 
procedures  which  de  facto  impose  the  same  problems. 

I  am  pleased  that  our  government  responded.  It  hasn't  always 
been  the  case  that  the  executive  branch  has  responded  as  well.  Am- 
bassador Kantor,  in  particular,  and  the  people  at  the  U.S.  Trade 
Representative's  Office,  some  of  the  people  in  commerce  and  the 
overseas  people  did  respond.  But  we  have  to  make  it  very  clear 
that  if  this  ever  happens  again,  retaliation  will  be  immediate.  We 
were  all  taken  a  little  bit  by  surprise  because,  frankly,  we  didn't 
think  that  another  country,  a  friendly  allied  country  supposedly, 
would  act  in  such  an  unfortunate  and  arbitrary  and  damaging 
manner. 

And  let  us  not  forget  that  even  if  we  get  back  to  square  one, 
some  of  the  hardest  working  people  in  this  country  have  suffered 
financial  losses  for  which  they  will  never  be  fully  compensated. 
And,  in  particular,  it  is  ironic  many  of  us  concerned  with  fishing 
have  been  part  of  an  effort  to  say,  "Well,  we  have  a  problem  be- 
cause some  of  the  stock  has  been  depleted  in  certain  of  the  more 
popular  species.  Let  us  get  into  the  species  that  have  not  been  uti- 
lized as  much."  Precisely  those  people  who  have  taken  the  lead  in 
trying  to  develop  new  markets  for  underutilized  species  were  the 
ones  who  were  victimized  by  this  totally  arbitrary  and  unfair  ac- 
tion. 

So,  first,  I  hope  we  will  continue  until  the  French  genuinely  re- 
store status  quo  ante  and  stop  a  pattern  of  harassment  by  inspec- 
tions that  are  motivated  more  by  economics  than  by  health.  Sec- 
ondly, it  should  be  very  clear  that  if  anything  like  this  ever  hap- 
pens again,  retaliation  will  be  instant  and  retaliation  will  be  very 
significant.  The  price  for  doing  something  wrong  like  this  cannot  be 
simply  that  you  are  told  to  stop  doing  it  because  there  is  no  deter- 
rent effect.  There  has  to  be  some  kind  of  penalty. 

We  are,  obviously,  all  very  sorry  that  this  happened.  Innocent, 
hardworking  people  have  been  hurt,  and  I  appreciate  this  Sub- 
committee taking  this  step  as  part  of  our  process  to  clean  up  the 
remaining  problems  we  have  and  to  put  the  French  Government 
and  any  other  government  on  notice  that  we  will  be  insisting  on 
very  severe  retaliation  in  the  future.  And  I  thank  both  of  you  and 
the  other  member,  Mr.  Kingston,  who  has  joined  us,  for  this  oppor- 
tunity for  these  people  to  get  the  sense  that  they  are  entitled  to, 
that  their  own  government  will  try  to  protect  them  against  this. 
And  the  next  time  I  am  here,  I  am  going  to  have  somebody  explain 
to  me  just  what  the  hell  that  is  up  there. 

Mr.  Manton.  You  and  me  both. 


Mr.  Young.  That  is  an  angel  just  before  the  last  engine  went  off, 
you  see.  That  is  what  is  taken  care  of 

Mr.  Manton.  The  Chair  thanks  the  gentleman  from 
Massachusetts 

Mr.  Young.  Mr.  Chairman? 

Mr.  Manton  [continuing],  and  I  would  like  to  just  say  for  the 
record  that  the  gentleman,  who  I  will  now  recognize,  our  ranking 
member,  when  he  mentioned  a  litany  of  products  that  should  be 
boycotted  left  out  French  wine  so  you  might  want  to  amend  your 
statement. 

Mr.  Young.  You  are  meddling  now.  Mr.  Chairman,  I  would  like 
unanimous  consent  to  submit  for  the  record  at  this  time  the  state- 
ment by  the  Honorable  Jack  Fields,  Republican  from  Texas. 

Mr.  Manton.  Without  objection,  so  ordered. 

[Statement  of  Mr.  Fields  follows:] 

Statement  of  Hon.  Jack  Fields,  a  U.S.  Representative  from  Texas,  and 
Ranking  Minority  Member,  Committee  on  Merchant  Marine  and  Fisheries 

Mr.  Chairman,  the  recent  imposition  of  unfair  trade  barriers  against  U.S.  seafood 
products  by  the  government  of  France  brings  us  here  today.  It  is  not  a  happy  occa- 
sion. 

On  February  5,  the  Government  of  France  refused  to  accept  inspection  certificates 
for  fresh  fish  and  fish  products  issued  by  the  United  States  and  other  countries,  ef- 
fectively closing  the  country  to  all  imports  other  than  those  from  the  European  Com- 
munity. This  ban,  in  direct  response  to  earlier  demonstrations  and  riots  by  French 
fishermen,  is  extremely  serious. 

Every  year,  the  United  States  exports  approximately  $200  million  of  fresh  fish 
and  fisn  products  to  France,  including  dogfish,  monkfish,  skate,  and  live  lobster.  To 
ensure  quality  and  safety,  the  Food  and  Drug  Administration  or  the  Department  of 
Commerce  inspects  U.S.  exports  to  France  and  certifies  them  as  meeting  the  health 
requirements  of  the  European  Union  (EU).  French  inspectors  then  perform  spot 
checks  to  ensure  that  U.S.  imports  meet  French  standards. 

On  February  12,  following  protests  from  the  United  States,  France  announced 
that  U.S.  certificates  would  again  be  accepted,  but  that  French  customs  would  now 
inspect  all  seafood  shipments,  rather  than  only  performing  spot  checks.  Fresh  fish 
shipments  were  then  held  at  Charles  de  Gaulle  airport  for  up  to  a  week  awaiting 
inspection,  resulting  in  spoiled  fish  unacceptable  to  importers.  While  the  total  im- 
port ban  had  been  lifted,  the  new  inspection  requirements  effectively  continued  the 
ban  on  imports. 

France  justified  the  new  inspections  by  using  European  Directive  91/493/EEC. 
This  directive  allows  individual  States  to  impose  an  "embargo"  if  they  have  an  ap- 
proved Hazard  Analysis  Critical  Control  Point  (HACCP)  program  and  their  import- 
ers do  not.  The  United  States  and  the  EU  agreed  in  1993  that  current  U.S.  inspec- 
tions are  equivalent  to  EU  directive  493,  giving  the  United  States  the  ability  to  ex- 
port to  the  EU  until  they  have  an  approved  program. 

During  the  import  ban,  U.S.  exporters  lost  between  $75,000  to  $100,000  directly 
to  spoiled  product,  as  well  as  up  to  $200,000  per  week  in  lost  sales  to  France.  This 
hurt  processors  and  fishermen  in  New  England  engaged  in  the  dogfish,  monkfish, 
and  skate  industry.  With  the  uncertainty  of  obtaining  fresh  fish  products  from  the 
United  States,  French  importers  have  stopped  purchasing  from  the  United  States, 
putting  small  processors  in  danger  of  closure. 

The  United  States  has  continued  to  protest  France's  actions  directly  and  at- 
tempted to  turn  world  attention  to  the  situation.  This  effort  includes  letters  of  pro- 
test to  other  EU  countries,  letters  of  warning  to  other  countries  that  export  seafood 
into  France,  and  warnings  to  France  that  direct  retaliation  by  the  United  States 
could  be  imminent  if  the  ban  is  not  lifted. 

As  of  March  7,  the  U.S.  Trade  Representative's  office  reports  that  an  agreement 
has  been  reached  between  U.S.  and  French  officials  to  reopen  Charles  de  Gaulle  Air- 
port to  fish  products,  and  to  resume  normal  spot  inspections  on  U.S.  fish  products 
that  have  not  been  found  to  raise  concerns. 

Today's  witnesses  will  touch  on  the  actions  of  the  Government  of  France  and  our 
own  Government  in  this  matter.  This  hearing  will  also  afford  us  the  opportunity  to 
concentrate  on  what  recourse  businessmen  have  to  recover  their  losses  resulting 


from  the  import  ban.  I  hope  that  our  two  governments  will  reach  a  workable  agree- 
ment to  eliminate  these  trade  barriers.  However,  if  that  does  not  happen,  I  hope 
that   the   Administration    is    prepared   to   implement   immediate   trade    sanctions 
against  products  from  France. 
Thank  you,  Mr.  Chairman. 

Mr.  Manton.  The  Chair  now  would — I  understand  Senator  Kerry 
will  be  along,  but  he  is  not  here  yet — recognize  Mr.  Richard  Gut- 
ting. Oh,  I  am  sorry.  The  Chair  recognizes  Mr.  Kingston  for  an 
opening  statement. 

STATEMENT  OF  HON.  JACK  KINGSTON,  A  U.S. 
REPRESENTATIVE  FROM  GEORGIA 

Mr.  Kingston.  Thank  you,  Mr.  Chairman.  The  only  thing  I 
wanted  to  say  to  my  friend  from  Massachusetts  who  is  leaving  the 
room  is  that  I  was  always  told  that  what  he  referred  to  was  a  pic- 
ture of  the  Massachusetts  heartland,  but  maybe  it  is  Georgia  or 
someplace. 

Mr.  Frank.  Pardon? 

Mr.  Kingston.  Massachusetts  heartland.  You  asked  what  the 
hell  that  was.  I  was  trying  to  explain  it  to  you. 

Mr.  Frank.  I  would  just  like  to  put  it  in  my  district  next  time 
around. 

Mr.  Kingston.  Thank  you,  Mr.  Chairman. 

Mr.  Manton.  Does  the  gentleman  have  an  opening  statement 
aside  from  the  colloquy? 

Mr.  Kingston.  That  is  about  as  intelligent  as  I  can  be  at  this 
time,  Mr.  Chairman. 

Mr.  Manton.  OK,  the  Chair  recognizes  Mr.  Richard  Gutting, 
Vice  President  of  Government  Relations,  National  Fisheries  Insti- 
tute, and  the  Honorable  Rufus  Yerxa,  Deputy  U.S.  Trade  Rep- 
resentative. 

STATEMENT  OF  RICHARD  GUTTING,  VICE  PRESIDENT  OF 
GOVERNMENT  RELATIONS,  NATIONAL  FISHERIES  INSTITUTE 

Mr.  Gutting.  Thank  you,  Mr.  Chairman.  My  name  is  Dick  Gut- 
ting and  I  am  Vice  President  of  the  National  Fisheries  Institute. 
On  behalf  of  our  1,000  member  companies  and  the  other  seafood 
firms  who  have  suffered  losses  because  of  French  harassment,  I 
want  to  thank  you  sincerely  for  holding  this  hearing  this  morning 
and  giving  me  a  chance  to  testify. 

Mr.  Chairman,  my  written  statement  describes  the  history  of  this 
problem.  You  and  the  other  members  of  this  Subcommittee  are  fa- 
miliar with  this  history  because  you  have  been  working  with  us  to 
find  a  solution.  So  I  am  going  to  be  brief. 

On  February  5,  France  suddenly,  and  with  no  warning,  refused 
to  recognize  the  certificates  of  U.S.  Government  inspectors,  and, 
thus,  they  banned  all  U.S.  seafood  exports.  This  embargo,  which 
was  imposed  one  day  after  violent  riots  by  French  fishermen, 
caused  tons  of  fresh  seafood  to  spoil  and  brought  seafood  trade  with 
France  to  a  standstill.  One  week  later,  French  officials  agreed  to 
recognize  U.S.  inspection  certificates. 

At  the  same  time,  however,  they  closed  the  Paris  Airport  we  use 
for  direct  air  shipments.  They  began  detaining  all  U.S.  exports  for 
time-consuming  and  expensive  testing.  And  they  began  threatening 


French  buyers  with  penalties  if  they  brought  in  U.S.  products  from 
other  European  nations. 

Last  week,  U.S.  officials  negotiated  a  preliminary  understanding 
with  French  officials  on  how  U.S.  exports  would  be  inspected  in  the 
future.  The  major  French  airport  was  reopened,  and  other  changes 
took  place  which  are  very  positive.  My  members  advised  me  this 
morning  in  telephone  calls  that  as  a  result  of  these  changes,  sev- 
eral test  shipments  of  fresh  dogfish  cleared  Paris  airport  yesterday 
and  again  this  morning,  and  that  several  containers  of  frozen  prod- 
uct cleared  in  other  ports  of  entry.  These  are  hopeful  developments. 
Exports,  however,  have  not  returned  to  normal  levels. 

Mr.  Chairman,  people  have  been  hurt.  They  are  looking  for  as- 
surance that  they  can  continue  to  do  business  without  harassment. 
They  want  to  know  that  their  government  will  stand  ready  to  pro- 
tect them  and  retaliate  if  necessary.  They  have  three  questions: 
First,  we  would  like  to  know  more  about  the  inspection  system 
which  was  negotiated  by  U.S.  and  French  officials  last  week.  The 
broad  outlines  of  the  new  system  are  known,  but  we  still  don't  un- 
derstand exactly  what  type  of  tests  are  going  to  be  made  on  our 
products  and  whether  these  tests  are  legitimate.  More  importantly, 
a  critical  element  of  this  new  system  is  a  list  of  exporters  whose 
products  will  continue  to  be  detained.  We  do  not  understand  why 
certain  people  were  singled  out  or  what  will  happen  to  them  in  the 
future. 

Second  question:  What  assurances  do  we  have  that  the  French 
Government  will  not  change  their  system  next  week  or  the  week 
after  that?  French  officials  keep  changing  the  rules.  We  are  also 
concerned  that  France  will  suddenly  add  more  people  to  its  deten- 
tion list,  and  if  they  do  that,  they  would  be  reneging  on  the  com- 
mitments they  have  made  to  normalize  inspections. 

Third,  Mr.  Chairman,  we  have  a  question  of  whether  the  French 
Government  is  willing  to  pay  for  the  damages  and  the  losses  which 
we  have  suffered.  Shipments  have  been  destroyed;  product  has 
spoiled.  We  estimate  $155,000  was  lost.  Business  reputations  have 
been  harmed.  Sales  have  been  lost.  Our  companies  estimate  as 
much  as  $2.9  million  in  the  last  month  in  lost  sales. 

Firms  have  suffered  added  expenses  in  trying  to  move  their  prod- 
ucts into  the  market  in  excess  of  $160,000.  This  all  adds  up,  Mr. 
Chairman,  to  millions  of  dollars.  Legal  claims  have  been  filed  by 
a  dozen  companies.  The  injured  companies,  however,  face  lengthy 
and  expensive  legal  processes. 

In  conclusion,  I  want  to  emphasize  that  a  lot  more  than  France 
is  at  stake.  Thirty  percent  of  the  production  from  U.S.  fisheries  is 
exported;  billions  of  dollars  a  year  to  many  different  countries.  How 
we  behave  and  what  we  do  in  this  instance  is  very,  very  important 
to  the  entire  fishing  industry  even  though  people  may  not  be  doing 
business  with  France. 

Throughout  this  controversy,  Administration  officials  have  done 
a  totally  outstanding  job.  The  outpouring  of  support  from  many 
Senators  and  Representatives  has  been  a  very  critical  factor.  We 
are  pleased  that  the  Senate  passed  a  resolution  on  Tuesday,  and 
we  are  delighted  that  you  are  continuing  your  interest  by  holding 
this  hearing.  All  of  us  in  the  fish  and  seafood  business  are  con- 
vinced that  without  your  support  and  without  the  firm  and  decisive 


action  of  the  Administration,  we  would  still  be  facing  a  total  em- 
bargo of  our  products.  Thank  you,  Mr.  Chairman. 

[Statement  of  Mr.  Gutting  can  be  found  at  the  end  of  the  hear- 
ing.] 

Mr.  Manton.  Thank  you,  Mr.  Gutting.  Before  we  go  to  Mr. 
Yerxa,  are  there  any  members  who  would  like  to  be  recognized 
with  regards  to  an  opening  statement? 

Mr.  Lancaster.  Mr.  Chairman,  if  I  might  make  a  very  brief 
statement? 

Mr.  Manton.  The  Chair  recognizes  the  gentleman. 

STATEMENT  OF  HON.  MARTIN  LANCASTER,  A  U.S. 
REPRESENTATIVE  FROM  NORTH  CAROLINA 

Mr.  Martin.  First  of  all,  please  accept  my  apologies  for  arriving 
late,  but  three  events  at  the  same  time  have  made  it  difficult  for 
me  to  be  all  places  at  the  same  time,  and  I  appreciate  your  giving 
me  this  opportunity. 

I  want  to  commend  the  Chairman  for  calling  this  hearing  to  deal 
specifically  with  a  critical  problem  that  faces  a  good  number  of  our 
seafood  exporters  at  the  present  time,  and  I  believe  that  this  hear- 
ing will  have  a  significant  impact  on  the  actions  that  have  already 
been  taken,  ever  effectively,  by  Mickey  Kantor  and  the  State  De- 
partment and  the  Department  of  Commerce. 

I  would  like  to  simply  say  in  addition  to  commending  you  for  this 
hearing  that  I  hope  this  Subcommittee  will  also  perhaps  have  a 
hearing  on  the  flipside  of  this.  I  continue  to  hear  from  fishermen 
in  my  district  that  they  are  faced  with  unfair  competition  of  im- 
ported seafood  that  does  not  meet  the  same  standards  of  catch  that 
they  must  meet.  I  believe  it  is  time  that  we  put  some  pressure  on 
our  trade  officials  and,  if  necessary,  pass  appropriate  legislation  to 
make  certain  that  if  our  fishermen  have  to  abide  by  certain  limits 
on  catch  that  in  the  same  way  we  impose  those  limitations  on  im- 
porters, because  at  the  present  time  fish  that  we  cannot  legiti- 
mately catch  and  sell  are  being  caught  and  sold  by  foreign  interests 
and  imported  into  this  country. 

And  I  hope  that  at  some  future  date  we  might  look  at  the  flipside 
of  this  unfair  trade  problem  that  we  now  face  with  France.  Thank 
you. 

Mr.  Manton.  Thank  you.  Mr.  Torkildsen? 

STATEMENT  OF  HON.  PETER  G.  TORKILDSEN,  A  U.S. 
REPRESENTATIVE  FROM  MASSACHUSETTS 

Mr.  Torkildsen.  Thank  you,  Mr.  Chairman.  I  too  want  to  thank 
you  for  holding  this  hearing.  I  just  wanted  to  make  a  point  for  the 
record.  I  do  consider  what  France  has  done  to  be  a  nontariff  trade 
barrier.  I  take  it  that  seriously.  It  has  severely  hampered  a  number 
of  fish  exporters,  and,  obviously,  that  affects  many  people  in  the 
fishing  industry.  I  also  am  looking  forward  to  hearing  Mr.  Yerxa's 
comments  but  just  want  to  ask  that  the  Administration  take  a  very 
tough  stand  on  this. 

The  Administration  has  taken  a  very  tough  stand  with  domestic 
fishermen  in  part  because  of  steps  that  need  to  be  taken.  Some- 
times I  think  the  steps  are  too  harsh  against  our  own  fishermen, 
but  if  the  Administration  is  going  to  take  a  very  tough  stance 
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against  the  domestic  fishing  industry,  I  think  we  absolutely  have 
to  insist  we  have  a  level  playing  field  on  international  trade  in  fish 
and  other  products. 

And  I  hope  that  that  message  certainly  comes  from  this,  that  we 
have  to  insist  that  not  just  France  but  any  country  that  seeks  to 
put  nontariff  trade  barriers  in  the  way  has  to  expect  a  very  strong 
response  from  this  Administration.  Thank  you,  Mr.  Chairman. 

Mr.  Manton.  Mrs.  Unsoeld? 

Mrs.  Unsoeld.  No,  I  don't  have  an  opening  statement.  Thank 
you. 

Mr.  Manton.  The  Chair  recognizes  Mr.  Yerxa  for  his  testimony. 

STATEMENT  OF  THE  HONORABLE  RUFUS  YERXA,  DEPUTY  U.S. 
TRADE  REPRESENTATIVE;  ACCOMPANIED  BY  EILEEN 
HEAPHY,  COUNTRY  DIRECTOR  FOR  WESTERN  EUROPE; 
LINDA  CHAVES,  ACTING  CHIEF,  FISHERIES  TRADE  DIVISION; 
AND  RICHARD  DEES,  DIRECTOR,  DIVISION  OF  POLICY  AND 
ENFORCEMENT  PROGRAM,  FDA'S  OFFICE  OF  SEAFOOD 

Ambassador  Yerxa.  Thank  you,  Mr.  Chairman.  I  was  about  to 
say  though  I  am  very  anxious  to  address  the  question,  I  am  willing 
to  wait  if  you  wanted  or  if  members  of  the  Committee  had  ques- 
tions that  they  wanted  to  put  to  Mr.  Gutting.  I  will  be  glad  to 

Mr.  Manton.  I  think  we  will  hear  your  testimony,  and  then  we 
will  take  advantage  of  the  time  for  questioning  both  of  you.  Thank 
you. 

Ambassador  Yerxa.  OK,  well,  thank  you,  Mr.  Chairman,  for  giv- 
ing me  the  opportunity  to  brief  the  Subcommittee  on  the  situation 
facing  our  seafood  exports  to  France.  I  think  this  hearing  is  an  ex- 
tremely important  and  timely  event.  The  Administration  shares 
fully  the  concerns  that  have  been  expressed  today. 

I  have  brought  with  me  the  experts  from  the  various  agencies  of 
the  U.S.  Government  that  have  been  involved  in  this  matter  to 
make  sure  that  your  questions  are  answered  and  to  outline  for  you 
the  steps  that  we  have  taken  and  the  steps  that  we  will  continue 
to  take  because  it  is  very  strongly  felt  within  the  Administration 
by  Ambassador  Kantor  and  by  the  other  agencies  that  this  action 
against  U.S.  exports  was  clearly  unjustified,  unacceptable,  not  de- 
fensible on  any  grounds  of  legitimate  health  or  trade  policy. 

We  have  communicated  that  very  strongly  to  the  Government  of 
France  and  indicated  at  the  earliest  possible  moment  that  if  the 
situation  was  not  resolved  satisfactorily  in  very  short  order,  the 
United  States  would  take  action  against  French  trade. 

Now,  I  am  pleased  to  report  that  there  has  been  significant 
progress,  and  I  want  to  detail  for  you  that  progress.  We  have  rea- 
son to  believe  that  the  situation  is  on  the  way  to  being  resolved, 
but  I  want  to  emphasize  that  we  remain  concerned  about  certain 
outstanding  issues,  and  we  aren't  going  to  be  fully  satisfied  until 
all  questions  have  been  answered. 

I  want  to  use  this  opportunity,  Mr.  Chairman,  to  reiterate  what 
my  Administration  has  been  saying  to  the  French  Government, 
that  we  urge  them  to  act  expeditiously  to  resolve  all  outstanding 
concerns  because  this  has  seriously  undermined  their  government's 
credibility  in  the  eyes  of  the  international  community.  It  has  cre- 
ated very,  very  serious  questions  about  whether  or  not  their  use  of 


measures  against  foreign  trade  make  them  a  reliable  trading  part- 
ner, and  I  think  the  French  Government  has  to  take  that  concern 
very  seriously. 

Let  me  just  tell  you  what  has  transpired  in  the  last  several  days. 
As  a  result  of  a  series  of  communications  between  Ambassador 
Kantor  and  his  counterparts  in  the  French  Government,  we  an- 
nounced on  last  Friday — and  I  would  ask  that  the  statement  by 
Ambassador  Kantor  be  included  in  the  record  of  your  hearing — we 
announced  that  French  officials  had  reached  preliminary  under- 
standings with  the  United  States  to  resolve  differences  over  their 
use  of  these  standards. 

We  indicated  at  that  time  we  are  hopeful  that  that  would  lead 
to  a  satisfactory  solution,  but  that  if  it  wasn't  demonstrated  by  ac- 
tual resumption  of  U.S.  trade  to  France  during  this  week — towards 
the  latter  end  of  this  week,  a  determination  would  have  to  be  made 
by  the  U.S.  Government  of  whether  or  not  these  measures  have  re- 
solved the  matter. 

The  French  Government  indicated  to  us  that  it  was  going  to  un- 
dertake the  following  steps:  First  of  all,  that  it  would  resume  the 
normal  spot  inspection  procedures  of  all  exporters  whose  previous 
shipments  had  not  been  found  to  raise  any  concerns,  and  this 
would  cover  the  overwhelming  majority  of  U.S.  exports;  and  with 
regard  to  any  testing  that  was  conducted  on  other  exporters  that 
that  testing  would  be  conducted  expeditiously  in  a  way  that  did  not 
cause  undue  delay,  commercial  harm,  or  spoilage  of  the  product; 
and  that  the  French  Government  would  reopen  Charles  de  Gaulle 
Airport  which  it  had  kept  closed  for  regular  shipments  of  fresh  sea- 
food. 

Now,  the  information  we  have  from  both  our  own  exporters,  from 
our  embassy  in  France,  and  from  the  French  Government  at  this 
time  is  that  a  number  of  shipments  do  seem  to  be  now  clearing 
French  customs  and  that  the  inspection  procedure,  for  the  most 
part,  seems  to  have  returned  to  normal.  However,  because  we  had 
serious  questions  about  what  inspection  standards  would  be  main- 
tained, we  dispatched  a  team  of  experts  to  Paris  on  Monday. 

They  have  met  with  their  counterparts  in  the  French  Govern- 
ment to  understand  exactly  which  technical  standards  our  products 
would  be  subject  to,  whether  or  not  those  standards  are  consistent 
with  international  standards  and  with  regular  practice,  and  that 
our  exporters  would  be  fully  informed  of  all  the  results. 

I  have  not  yet  had  an  opportunity  to  meet  with  the  team  which 
just  returned  here  today,  but  we  are  going  to  be  preparing  a  report 
and  fully  briefing  not  only  you  and  the  Committee  but  also  the 
trade  itself;  that  is,  the  U.S.  companies  involved.  We  will  be  send- 
ing a  circular  to  the  companies  of  exactly  what  our  understandings 
with  the  French  inspection  officials  are  and  what  requirements  will 
be  imposed,  and  we  will  be  conducting  a  briefing  for  the  U.S.  com- 
panies in  Boston.  I  am  not  sure  of  the  date  of  that  briefing,  but  we 
will  certainly  notify  the  Association  and  other  interested  parties. 

So  let  me  assure  you  that  whatever  inspection  is  now  going  to 
be  conducted  on  our  products,  it  is  our  understanding  from  the 
French  Government  that  that  will  be  according  to  recognized  and 
understandable  international  standards;  that  it  will  be  transparent 
and  that  the  standards  will  be  known  by  our  exporters;  that  it  will 
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be  done  in  an  expeditious  fashion  so  as  not  to  lead  to  undue  delay 
or  commercial  harm;  and  that  the  vast  majority  of  U.S.  shipments 
will  be  handled  on  a  spot-inspection  basis. 

I  still  have  serious  concerns  about  some  U.S.  companies  that 
have  not  yet  been  informed  by  French  officials  whether  they  will 
be  treated  in  this  fashion.  And  until  we  have  assurances  that  they 
will  be,  we  are  going  to  continue  to  work  with  those  companies  and 
find  out  if  they  are  having  problems  and,  if  so,  seek  to  resolve  them 
quickly. 

Our  whole  objective  in  this,  Mr.  Chairman,  of  course,  was  to  get 
the  trade  flowing  again.  Naturally,  when  such  an  outrageous  meas- 
ure like  this  is  taken  by  another  government,  there  is  a  natural 
temptation  to  immediately  say,  "Let  us  retaliate."  We  were  pre- 
pared to  take  action  if  this  matter  wasn't  resolved. 

But  what  we  wanted  to  do  most  of  all  was  return  the  trade  to 
normal  because  retaliation  may  have  delivered  a  message,  or  it 
may  have  led  to  just  an  increasing  deadlock  in  this  situation  that 
would  not  have  provided  immediate  aid  to  our  fishermen.  If  it 
turns  out  that  these  measures  are  not  effective,  we  are  prepared 
to  act  immediately,  and  I  want  the  French  Government  to  under- 
stand that.  But  as  I  said,  our  objective  is  to  get  the  exports  flowing 
again  and  restore  the  situation  to  normal. 

Now,  the  only  other  thing  I  would  want  to  add  at  this  point  is 
to  perhaps  try  and  answer  the  three  questions  put  by  the  prior  wit- 
ness, and  I  think  I  did  mention  our  understanding  about  the  in- 
spection system  itself.  I  want  to  make  clear,  first  of  all,  this  was 
not  a  system  we  negotiated  with  the  French  Government.  This  is 
a  system  that  they  indicated  they  were  going  to  put  in  place,  and 
we  sent  a  team  to  Paris  to  ascertain  whether  or  not  it  was  being 
done  in  a  fair,  reasonable,  and  objective  manner. 

If  we  find  it  is  not,  then  we  are  going  to  raise  complaints  about 
the  inspection  process.  But  if  we  find  that  it  is,  we  are  going  to 
make  sure  that  our  fish  exporters  know  exactly  what  the  standards 
are  through,  as  I  said,  a  circular  and  a  briefing  and  constant  inter- 
change between  U.S.  and  French  officials. 

As  to  what  assurances  there  are  that  France  will  not  in  the  fu- 
ture change  this  system,  let  me  just  say  this.  I  am  not  ever  going 
to  try  to  predict  what  another  government  might  do,  least  of  all 
this  government.  But  the  French  Government  should  know  that 
having  been  burned  once,  we  will  act  ever  more  quickly  if  it  hap- 
pens again.  There  is  a  consensus  within  the  Administration  on  this 
point. 

The  last  point  he  raised,  I  think,  is  one  which  we  have  to  look 
at  very  seriously.  What  measures  can  be  taken  to  restore  the  dam- 
age; that  is,  to  reimburse  those  individuals  who  have  been  harmed? 
There  is  no  easy  answer  to  this  question  because  we  do  not  have 
a  fixed  procedure  under  either  trade  agreements  or  under  our  other 
bilateral  arrangements  with  France. 

But  certainly  this  is  something  we  want  to  look  into  and  exhaust 
all  possible  avenues  to  see  if  the  French  Government  is  willing  to 
reimburse  us  for  this  damage.  There  is  also  the  possibility,  of 
course,  of  actions  by  private  parties  which  the  U.S.  Government 
might  be  able  to  lend  assistance  to. 
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So  let  me  stop  there  with  just  a  general  observation,  that  it  is 
extremely  important  for  the  Government  of  France  as  well  as  other 
governments  in  the  world,  and  I  might  say  also  our  own  govern- 
ment, Mr.  Chairman,  never  to  yield  to  the  temptation  to  use  a 
health  or  sanitary  regulation  as  an  excuse  for  restricting  trade,  as 
a  disguised  form  of  protectionism.  Once  governments  start  doing 
that,  we  will  have  chaos  in  international  trade. 

We  hope  that  the  steps  that  we  have  taken  prove  effective,  and 
we  are  prepared  to  move  beyond  these  steps  if  they  don't  prove  ef- 
fective. By  the  end  of  this  week,  we  hope  we  will  have  a  very  clear 
picture  of  whether  or  not  our  normal  trade  has  resumed  as  we  ex- 
pect. Thank  you,  Mr.  Chairman. 

[Statement  of  Ambassador  Yerxa  can  be  found  at  the  end  of  the 
hearing.] 

Mr.  Manton.  Thank  you,  Mr.  Yerxa.  At  this  point,  I  would  like 
the  following  individuals  to  come  forward  to  the  witness  table  and 
join  our  two  other  witnesses:  Eileen  Heaphy,  Country  Director  for 
Western  Europe,  Department  of  State;  Linda  Chaves,  Acting  Chief, 
Trade  Division,  Office  of  Trade  and  Industry  Services,  Department 
of  Commerce;  and  Richard  Dees,  Director,  Division  of  Policy  and 
Enforcement  Program,  FDA  Office  of  Seafood,  Department  of 
Health  and  Human  Services. 

I  have  a  couple  of  questions  to  start  off  with  for  Mr.  Gutting,  and 
it  kind  of  dovetails  with  the  end  of  Mr.  Yerxa's  statement.  Are  NFI 
companies  considering  legal  action  to  compensate  for  damages? 

Mr.  Gutting.  Yes,  they  are.  I  was  informed  this  morning  that 
one  of  our  exporters  in  Virginia  had  joined  with  other  plaintiffs  in 
a  lawsuit  which  has  been  filed  in  Paris.  I  tried  to  get  a  list  of  plain- 
tiffs. I  understand  there  are  two  to  three  dozen  companies  in  this 
lawsuit.  It  is  quite  possible  that  some  other  members  of  ours  are 
in  this  litigation.  So,  yes,  as  individual  companies,  they  are  pursu- 
ing whatever  rights  they  have  under  French  law  which  I  am  not 
familiar  with. 

Mr.  Manton.  Do  you  know  who  the  defendants  are?  Is  it  the 
Government  of  France  or 

Mr.  Gutting.  I  have  to  assume  it  is  either  the  agencies  or  the 
government  in  total.  Again,  I  was  unable  to  get  a  copy  of  the  plead- 
ings so  I  don't  know. 

Mr.  Manton.  Are  you  happy  with  the  amount  of  time  it  took  for 
USTR  to  resolve  most  of  these  problems? 

Mr.  Gutting.  At  the  risk  of  saying  something  I  have  never  said 
before,  I  have  absolutely  the  highest  regard  for  the  actions  taken 
by  the  U.S.  Trade  Representative.  He  moved  extraordinarily  fast. 
Sometimes  government  takes  time  to  act,  but  I  think  the  firmness 
of  his  action  has  been  truly  extraordinary,  and,  quite  frankly,  with- 
out that  quick  action,  I  don't  think  we  would  have  made  any 
progress.  A  month  is  a  long  time,  but  it  is  moving  at  Hght  speed 
in  normal  circumstances.  So,  my  answer  is  no. 

Mr.  Manton.  And  a  question  for  Mr.  Yerxa,  what  actions,  if  any, 
have  been  taken  by  the  Administration  to  secure  compensation  for 
exporters  who  have  experienced  losses  in  this  situation? 

Ambassador  Yerxa.  Quite  frankly,  Mr.  Chairman,  the  first  stage 
of  this  was  to  get  the  restrictions  resolved  and  to  get  the  trade 
flowing  again.  And  while  we  have  started  to  do  assessment  and 
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analysis  and  to  look  into  exactly  what  remedies  there  may  be;  what 
actions  may  be  taken,  I  am  not  able  at  this  juncture  to  indicate  to 
you  any  set  course  of  action.  We  are  looking  into  the  matter.  We 
have  had  interagency  discussion  about  this,  and  we  have  experts 
in  the  government — our  lawyers  and  State  Department  and  others 
looking  into  exactly  what  remedies  may  be  available.  I  would  sug- 
gest, that  we  would  have  to  report  back  to  you  at  some  point  what 
recourse  is  available. 

Mr.  Manton.  Although  Super  301  has  historically  focused  on 
Japan,  Brazil,  and  India,  will  the  Administration  consider  placing 
France  on  this  list  if  France  continues  to  use  trade  barriers  to  pac- 
ify domestic  disputes? 

Ambassador  Yerxa.  Section  301  is  always  available  to  us,  not 
just  Super  301,  but  regular  301.  Super  301,  of  course,  calls  for  an 
annual  designation  of  priority  countries  in  September,  but  nothing 
prevents  us  from  using  Section  301,  which  has  all  of  the  same  rem- 
edies, at  any  time  upon  a  satisfactory  indication  that  we  are  facing 
an  unreasonable  barrier  from  a  foreign  government.  We  were  pre- 
pared in  this  instance  to  go  that  step,  if  necessary,  and  we  would 
certainly  be  prepared  to  do  so  if  these  kinds  of  restrictions  were 
used  again. 

Mr.  Manton.  Do  the  comments  made  Saturday  by  Prime  Min- 
ister Balladur  indicate  a  lack  of  further  cooperation  by  the  French 
to  fully  resolve  this  matter?  His  statements  were  somewhat — I 
don't  know  if  combative  is  the  right  description,  but  sort  of 
confrontational  to  say  the  least. 

Ambassador  Yerxa.  I  am  not  going  to  comment  on  what  might 
have  been  said  by  French  officials.  I  think  we  would  prefer  to  judge 
what  the  French  Government  does  about  the  situation.  Certainly, 
I  am  not  trying  to  excuse  anything  that  might  be  said  by  anyone, 
but  a  lot  of  things  are  said  for  political  consumption  that  don't  nec- 
essarily indicate  the  true  situation.  I  think  what  we  have  to  do  is 
ascertain  that  the  actions  of  their  government  have  resolved  the 
situation. 

Mr.  Manton.  Ms.  Heaphy,  you  seem  to  want  to  respond  to  that 
point. 

Ms.  Heaphy.  Well,  I  was  willing  to  if  Mr.  Yerxa  wanted  me  to. 

Ambassador  Yerxa.  Please. 

Ms.  Heaphy.  Simply  that  we  did  check  with  the  embassy  on  the 
actual  remarks,  and  they  were  fairly  general  in  nature  as  we  un- 
derstand them.  We  don't  have  the  complete  text,  and  I  believe  the 
Prime  Minister  was  addressing  the  closing  of  an  agricultural  fair 
which,  of  course,  involved  the  very  sensitive  political  groups  which 
have  been  interested  in  these  trade  issues.  So  we  take  it  in  that 
context,  and  I  agree  with  Mr.  Yerxa.  Of  course,  we  will  be  looking 
at  the  actions. 

Mr.  Manton.  Thank  you.  I  am  going  to  yield  the  time  to  Mr. 
Hughes  if  he  has  questions. 

Mr.  Hughes.  Thank  you.  Thank  you  very  much,  Mr.  Chairman, 
and  I  want  to  welcome  the  witnesses.  I  understand  that  right  now 
the  list  that  France  prepared  of  problematic  companies  has  been 
narrowed  to  just  two.  Is  that  where  we  are  now? 

Ms.  Chaves.  Three  as  of  this  morning. 

Mr.  Hughes.  Three. 
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Ambassador  Yerxa.  I  think  it  is  three.  Yes. 

Mr.  Hughes.  And  what  was  the  nature  of  the  problems  experi- 
enced by  those  particular  companies? 

Ms.  Chaves.  The  information  we  have  received  is  that  the  prod- 
ucts were  tested.  The  levels  of  bacteria  and  ammonia  compounds 
found  were  unacceptable  according  to  the  standards  that  were 
being  used  for  the  tests  during  the  last  three,  four  weeks. 

Mr.  Hughes.  They  had  a  history  of  showing  the  presence  of  ex- 
cessive levels  of  bacteria  or- 


Ms.  Chaves.  No.  This  is  just  for  tests  that  were 

Mr.  Hughes.  On  a  spot-check  they  found  that  and  added  them 
to  the  list? 

Ms.  Chaves.  These  were  results  that  were  developed  during  the 
past 

Mr.  Hughes.  Now,  this  list  is  relatively  new,  is  it  not? 

Ms.  Chaves.  Yes. 

Ambassador  Yerxa.  Could  I  just  say,  Congressman,  our  under- 
standing and  the  reason  we  want  to  work  closely  with  our  compa- 
nies to  make  sure  that  this  matter  is  resolved;  we  believe  that  with 
very  little  difficulty  our  companies  can  meet  the  standards  that  the 
French  are  telling  us  are  the  applicable  standards  based  on  the  dis- 
cussions we  have  had  this  week.  In  fact,  a  couple  of  these  compa- 
nies that  are  on  the  list  have  already  had  some  shipments  cleared, 
and  that  once  it  is  demonstrated  that  their  shipments  are  satisfac- 
tory, that  those  companies  would  very  quickly  be  returned  to  nor- 
mal random  testing  only. 

What  we  are  going  to  do  is  work  very  closely  with  the  companies 
that  are  on  that  list  to  make  certain  that  they  know  all  the  stand- 
ards, and  also  that  if  it  is  being  unfairly  applied,  that  we  would 
be  prepared  to  respond  to  that. 

Mr.  Hughes.  Have  you  made  an  independent  determination  that 
the  products  were  not  up  to  proper  standards,  or  is  that  just  the 
decision  of  the  French  which  has  not  been  reviewed  by  anybody? 

Ms.  Chaves.  Well,  the  product  in  question  was  destroyed  so  we 
can't  go  back  and  take  a  look  at  it. 

Mr.  Hughes.  So  you  can't  look  at  it. 

Ms.  Chaves.  But  we  are  looking  at  product  now,  and  we  were 
present  at  the  inspections  both  the  day  before  yesterday  and  this 
morning,  and  those  went  in  a  satisfactory  manner. 

Mr.  Hughes.  Well,  previous  to  the  French  decisions  in  this  in- 
stance, was  there  any  evidence  that  any  of  our  fish  products  were 
substandard? 

Ms.  Chaves.  I  couldn't  say  that  we  have  never  had  a  problem 
shipping  seafood  to  France,  but  we  are  not  aware  of  any  particular 
problem. 

Mr.  Gutting.  I  am  not  an  expert  in  this  area,  but  what  we 
found.  Congressman  Hughes,  was  when  the  new  system  was  put  in 
place,  there  were  suddenly  a  lot  of  new  forms  with  numbers  on 
them  and  tests  which  we  hadn't  seen  before  and  didn't  understand. 
There  were  TMZ  factors  and  ratios  and  things  that  we  were  un- 
aware of,  and  we  still  don't  understand  what  all  these  numbers 
mean  or  why  these  tests  are  being  applied,  and  whether  it  has  to 
do  with  public  health  or  some  other  reason,  whether  these  are  con- 
sistent with  what  the  Europeans  require,  whether  our  scientists 
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look  at  it  the  same  way  that  their  scientists  do.  This  is  why  this 
group  has  gone  over  there,  and  hopefully  in  the  next  few  days  we 
will  find  out. 

I  also  want  to  respond  by  saying  you  have  put  your  finger  on  the 
great  unfinished  business  of  this  situation,  and  that  is  there  are  a 
few  U.S.  companies  still  facing  an  embargo  and  all  of  these  prob- 
lems. Some  of  these  companies  have  had  to  shut  their  doors,  and 
they  don't  have  very  many  options.  And  the  great  fear  in  the  minds 
of  many  others  is,  "Are  they  going  to  put  me  on  the  list  next?  How 
do  you  get  on  this  list?  How  do  you  get  off  this  list?  What  is  going 
to  happen  next  week?"  Until  this  is  all  clarified,  there  is  a  chilling 
effect.  People  are  just  afraid  to  ship.  A  container  of  monkfish  can 
be  worth  over  $100,000.  It  could  be  worth  a  quarter  of  a  million 
dollars.  These  are  small,  family-run  companies.  They  can't  afford  to 
take  those  kinds  of  losses. 

Mr.  Hughes.  Yes.  It  can  be  devastating.  Well,  I  want  to  tell  you 
my  experiences  with  France  haven't  been  very  good.  I  work  in  the 
intellectual  property  area,  and  they  are  ingenious  in  finding  ways 
to  deny  our  companies,  our  producers  of  intellectual  property,  their 
royalties  through  quotas  and  all  kinds  of  devices.  And  I  am  happy 
that  the  Trade  Representative  and  his  office  are  on  top  of  it,  nipped 
it  in  the  bud,  and  will  hopefully  continue  to  convey  to  the  French 
that  we  can't  deal  with  them  in  this  fashion. 

We  are  either  going  to  have  free  and  open  markets  and  reciproc- 
ity or  we  are  not,  and  it  seems  to  me  that  this  is  another  instance 
where  we  see  the  French  looking  for  ways  to  deny  our  fishermen 
access  to  their  markets  pure  and  simple.  And  insofar  as  the  dam- 
age that  has  been  done  to  small  family  owned  businesses,  that  is 
unforgivable.  Thank  you. 

Mr.  Manton.  Mr.  Torkildsen,  I  wonder  if  you  would  yield.  We 
have  the  Senator  from  your  great  State,  Senator  Kerry,  who  I  know 
wants  to  make  some  remarks.  And  I  would  ask  him  at  this  time 
to  come  to  the  witness  table.  In  order  to  make  room  maybe,  Mr. 
Yerxa,  if  you  could  just  leave  everything  there,  relinquish  your  seat 
to  the  Senator  and 

Ambassador  Yerxa.  We  can  just  move. 

Mr.  Manton.  We  appreciate  that.  The  Chair  recognizes  the  Sen- 
ator from  Massachusetts,  Senator  Kerry. 

STATEMENT  OF  HON.  JOHN  KERRY,  A  U.S.  SENATOR  FROM 
MASSACHUSETTS 

Senator  Kerry.  Mr.  Chairman,  thank  you  very,  very  much.  Let 
me  just  be  very  brief  And  I  thank  my  friend  and  colleague  from 
Massachusetts.  I  apologize  for  the  schedule  that  bounces  us  all 
around  and  I  appreciate  your  accommodating  me  at  this  time. 

I  would  ask  unanimous  consent  that  the  full  text  of  any  com- 
ments be  placed  in  the  record.  I  know  you  have  been  through  the 
background  on  this  issue,  and  you  are  all  well  versed  in  it.  I  just 
want  to  emphasize  I  was  in  New  Bedford  just  about  the  time  the 
first  shipments  spoiled  because  of  their  detention  at  Charles  de 
Gaulle  Airport  and  I  met  with  the  folks  in  the  companies  involved. 
I  can  tell  you  that  there  isn't  any  easy  way  to  describe  both  the 
shock,  disbelief  and  anguish  that  they  felt  and  demonstrated  in 
their  faces  and  in  their  words.  The  immediate  effect  of  France's  ac- 
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tions  was  the  loss  of  25  to  30  tons  of  seafood  valued  at  $250,000. 
But  the  longer-term  effects  are  just  as  significant,  as  U.S.  compa- 
nies are  estimated  to  lose  up  to  $200,000  per  month  as  a  result. 

One  company  in  New  Bedford  has  had  to  lay  off  61  office  work- 
ers. The  actions  of  France  are  in  direct  contravention  of  inter- 
national trading  rules.  These  actions  are  a  slap  in  the  face  regard- 
ing the  agreements  that  we  have  all  reached  and  signed,  and  un- 
fortunately it  is  for  brazen  political  domestic  gain.  We  understand 
their  motives,  and  I  hope  the  French  understand  the  implications 
of  their  undertaking  such  unjustified  action.  The  government  of 
France  is  in  the  middle  of  a  presidential  race.  They  have  workers 
who  are  upset  about  the  regiment  under  which  we  are  all  operat- 
ing, and  they  unilaterally  take  action  against  the  United  States 
and  inflict  economic  injury  on  our  people. 

Our  response,  I  might  add,  has  been  significantly  more  re- 
strained and  more  responsible  and  we  have  been  extremely  gra- 
cious these  past  days  in  not  taking  retaliatory  measures  against  ei- 
ther wine  or  cheese  or  any  number  of  products. 

I  am  glad  that  the  Administration,  the  Trade  Representative,  the 
State  Department,  the  Commerce  Department,  the  Food  and  Drug 
Administration,  and  the  National  Marine  Fisheries  Service  are  all 
on  top  of  this,  but  I  don't  think  we  have  completed  the  task,  yet. 

I  am  pleased  that  the  French  have  indicated  that  they  are  re- 
turning to  random  inspections  and  that  they  have  pledged  that  no 
more  refrigerated  products  will  be  lost  at  the  airport  while  await- 
ing inspection.  However,  we  still  have  people  on  their  "vigorous  in- 
spection" list.  This  list  has  had  the  practical  effect  of  blacklisting 
U.S.  exporters  within  France.  This  has  not  been  handled  in  a  very 
fair  or  open  way,  and  the  list  remains  a  barrier  to  the  resumption 
of  trade  as  it  was  before.  Therefore,  I  would  suggest  that  there  are 
still  some  actions  remaining  to  be  taken,  including  the  government 
trying  to  find  some  way  for  redress  of  the  unfair  losses  that  these 
companies  have  suffered  due  to  a  clear  infraction  of  the  inter- 
national rules  by  the  government  of  France. 

Mr.  Chairman,  I  am  glad  you  are  holding  oversight  hearings  on 
this  matter.  As  we  all  know,  a  resolution  calling  on  President  Clin- 
ton to  identify  appropriate  actions  was  passed  in  the  Senate  the 
other  day.  Therefore,  I  think  it  is  very  important  for  the  French  to 
understand  that  none  of  us  can  allow  the  immediate  expedient 
needs  of  our  parochial  domestic  politics  to  break  up  the  inter- 
national regiment  of  trade,  which  is  hard  enough  to  arrive  at  as  it 
is,  without  appropriate  measures  being  taken  in  response.  There 
are  many  ways  in  which  the  government  of  France  could  address 
this  problem  that  would  be  less  demagogic  and  less  injurious,  and 
I  hope  the  French  hear  our  deep  concern  in  this  country.  I  think 
we  have  shown  great  restraint  to  date  and  I  am  not  sure  how  much 
longer  we  ought  to  do  so.  I  thank  the  Chair. 

[Statement  of  Senator  Kerry  can  be  found  at  the  end  of  the  hear- 

Mr.  Manton.  The  Chair  thanks  the  Senator  for  his  interest  and 
his  very  cogent  testimony.  Are  there  any  members  who  might  have 
questions  of  the  Senator?  If  not 

Senator  Kerry.  Thank  you  very  much  for  letting  me  interrupt 
you. 
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Mr.  Manton.  We  thank  you,  Senator,  for  your  abiding  interest 
in  this  matter. 

Senator  Kerry.  Thank  you,  Mr.  Chairman,  very  much. 

Mr.  Manton.  The  Chair  will  recognize  Mr.  Torkildsen  from  Mas- 
sachusetts. 

Mr.  Torkildsen.  Thank  you,  Mr.  Chairman.  Besides  thanking 
Senator  Kerry,  I  wanted  to  mention  that  Congressman  Barney 
Frank  has  really  taken  an  initiative  on  this  and  has  done  a  very 
good  job  of  coordinating  it  even  though  he  is  not  a  member  of  this 
Subcommittee  or  the  full  Committee.  I  think  he  deserves  recogni- 
tion. 

I  just  wanted  to  say  I  appreciate  Mr.  Yerxa's  comments,  and  if 
I  heard  him  correctly,  that  if  these  measures  are  not  effective  that 
you  are  prepared  to  react  immediately.  I  think  that  is  exactly  the 
attitude  we  need.  We  can't  dilly-dally  when,  as  mentioned,  you  are 
talking  about  the  very  existence  of  some  very  small  family  busi- 
nesses that  could  easily  go  out  of  business  in  a  matter  of  a  few 
weeks.  So  I  commend  your  attitude  there.  I  applaud  the  Adminis- 
tration's statement  and  say,  please  keep  up  the  pressure  on  this 
issue.  If  it  is  ever  perceived  that  the  United  States  would  let  it 
pass,  we  are  going  to  see  far  more  of  it  elsewhere.  Thank  you,  Mr. 
Chairman. 

Ambassador  Yerxa.  Mr.  Chairman,  let  me  just  mention  that  I 
know  that  something  Senator  Kerry  said  is  definitely  something 
that  French  officials  should  pay  heed  to.  I  was  testifying  over  in 
the  Senate  yesterday,  and  Senator  Chafee  was  on  the  Finance 
Committee  panel.  The  hearing  was  on  another  subject,  but  he 
raised  this  issue  and  wanted  to  indicate  to  me  how,  in  a  small 
State  like  Rhode  Island  which  has  been  adversely  affected  by  this, 
the  political  implications  of  this  are  very,  very  serious  for  those 
who  happen  to  believe  in  and  support  trade  agreements  and  free 
trade.  He  said,  "I  have  always  been  a  strong  supporter  of  these 
agreements,  but  when  something  like  this  happens,  it  shakes  my 
faith  and,  more  importantly,  the  faith  of  the  people  of  Rhode  Island 
in  those  kinds  of  agreements.  The  question  begins  to  be  asked,  are 
we  being  played  for  suckers?" 

I  think  that  the  French  Government  and  the  French  people  need 
to  recognize  how  beneficial  an  open  world  economy  is  to  their  own 
well  being.  You  know,  I  think  all  of  us  would  be  perhaps  not  totally 
at  liberty  to  say  this  but  certainly  if  you  thought  about  it,  you 
would  probably  admit  that  there  are  one  or  two  French  products 
you  like  and  you  buy  once  in  a  while.  And  they  are  certainly  avail- 
able on  the  shelves  in  the  United  States.  They  enjoy  a  very,  very 
good  reputation. 

And  I  think  that  it  has  to  be  recognized  what  Senator  Kerry  and 
Congressman  Hughes  were  saying,  that  without  some  sense  of  reci- 
procity of  comity  and  faith  among  countries,  that  that  situation  is 
ver>'  quickly  going  to  change.  So  I  want  to  once  again  urge  the 
French  Government  to  recognize  this  fact. 

Mr.  Manton.  Thank  you,  Mr.  Yerxa,  and  I  thank  all  of  the  pan- 
elists. That  concludes  our  hearing  for  today,  and  we  are  hopeful 
that  we  will  be  receiving  a  prompt  briefing  or  report  as  soon  as 
your  inspection  team  returns  and  reports  back. 

Ambassador  Yerxa.  We  certainly  will. 
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Mr.  Manton.  The  meeting  is  adjourned. 

[Whereupon,  at  2:29  p.m.,  the  Subcommittee  was  adjourned,  and 
the  following  was  submitted  for  the  record:] 
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National  Fisheries  Institute,  inc. 

1525  WILSON  BOULEVARD  •  SUITE  500  •  ABUNGTON,  VA  22209  •  7C13/52't-«880  •  FAX  703/524-4619 


TESTIMONY  OF  RICHARD  E.  GUTTING,  JR. 

NATIONAL  FISHERIES  INSTITUTE 

ON 

FRENCH  TRADE  BARRIERS  TO  U.S.  SEAFOOD  EXPORTS 

Subcommittee  on  Fisheries  Management 
March  10,  1994 

Good  afternoon.  My  name  is  Richard  E.  Gutting,  Jr.  and  I  am 
Vice  President  for  Government  Relations  for  the  National 
Fisheries  Institute  (NFI) . 

On  behalf  of  the  NFI,  I  want  to  thank  you,  Mr.  Chairman,  for 
the  opportunity  to  testify  on  the  unfair  trade  barriers  which 
were  recently  imposed  by  the  French  government  on  U.S.  seafood 
exports. 

The  NFI  represents  over  1,000  U.S.  fish  seafood  companies 
which  depend  upon  international  trade  both  for  their  source  of 
supply,  and  for  their  markets.  Ensuring  that  the  international 
trade  practices  are  fair,  therefore,  is  of  vital  importance  to 
us. 

The  seafood  market  in  France  is  important  to  many  U.S. 
firms,  particularly  those  along  the  Atlantic  coast  and  in  the 
Pacific  northwest.  In  1993,  more  than  54  million  pounds  of  edible 
fishery  products  valued  at  more  than  $90  million  were  exported  to 
France.  Major  products  included  fresh  and  frozen  dogfish, 
monkfish,  skate,  and  salmon,  live  lobsters,  and  frozen 
groundf ish. 
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The  fresh  fish  market  in  France  is  especially  important. 
Under  normal  circumstances  at  this  time  of  year  U.S.  exporters 
would  be  shipping  approximately  5,000  pounds  of  fresh  monkfish, 
120,000  to  180,000  pounds  of  fresh  dogfish,  and  20,000  pounds  of 
fresh  skate  products  by  air  to  France  each  week.  The  average 
export  price  per  pound  is  approximately  $2.50  fotf  monkfish  ($4- 
4.50  for  fillets),  $1.00  for  dogfish,  and  $1.10  fotf  skate.  Total 
weekly  sales  would  be  about  $200,000. 

The  volume  of  these  weekly  shipments  varies  during  the  year. 
U.S.  exports  usually  are  highest  before  Christmas  4nd  Easter  when 
weekly  shipments  may  reach  $1  million  and  lowetet  during  the 
summer. 

Under  normal  circumstances,  U.S.  exporters  also  would  be 
shipping  about  15  containers  of  frozen  monkfish,  dogfish  and 
skate  products  each  week  to  France  during  this  time  of  year  with 
an  export  value  of  more  than  $600,000.  U.S.  trade  statistics  do 
not  break  out  exports  of  frozen  monkfish  and  skate  but  do 
indicate  that  2,610,798  pounds  of  frozen  dogfish  valued  at 
$2,580,433  were  exported  to  France  in  1993  at  an  average  price  of 
about  $1  per  pwund. 

Approximately  20  U.S.  firms  process  these  frfesh  and  frozen 
products  and  export  them  to  France  and  other  Eutopean  nations 
(see  attached  list  of  known  exporters).  Under  normal 
circumstances,  these  firms  employ  more  than  1,000  people  and 
purchase  monkfish,  dogfish  and  skate  from  more  than  100  U.S. 
vessels  which  employ  more  than  500  fishermen.  SuppCiers,  freight 
forwarders,  transportation  companies  and  others  also   depend  on 
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these  exports. 

Maintaining  markets  for  these  products  is  especially 
important  to  U.S.  fishermen  because  of  the  depressed  condition  of 
traditional  fisheries  on  the  east  coast. 

All  U.S.  seafood  exports  to  France  are  inspected  and 
certified  in  the  United  States  by  the  Food  and  Drug 
Administration  or  the  Department  of  Commerce  as  meeting  the 
health  and  safety  requirements  of  the  European  Union. 

1.  The  Initial  Embargo 

On  February  5,  the  French  government  suddenly  refused  to 
recognize  the  inspection  certificates  of  the  United  states  and 
embargoed  all  U.S.  seafood  shipments.  U.S.  firms  reacted 
immediately,  and  the  NFI  asked  the  U.S.  Trade  Representative  to 
take  firm  and  decisive  action  against  this  embargo. 

As  a  result  of  this  initial  embargo  from  25  to  35  tons  of 
fresh  Bonkfish,  dogfish  and  skate  products  were  detained  by 
French  authorities  and  were  subsequently  lost  because  of 
spoilage.  These  shipments  were  worth  $75-100,000.  Additional 
expenses  were  incurred  to  dispose  of  spoiled  products.  French 
importers  are  filing  legal  claims  for  damages  against  the  French 
government . 

During  the  same  period  of  time,  all  containers  of  frozen 
seafood  products  were  detained  by  French  inspectors.  With  the 
exception  of  monkfish,  most  of  these  containers  have  now  been 
released  after  delays  of  two  to  three  weeks. 

When  the  embargo  was  first  announced,  French  fishery 
officials  also  closed  Roissy  Airport  (Charles  de  Gaulle  airport) 
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to  seafood  imports.  This  airport  usually  handles  80  percent  of 
all  U.S.  exports  of  fresh  products  to  France.  While  airports  at 
Orly,  Marseille-Marignane,  Lyon  Satolas,  Nice  and  Toulouse- 
Blagnac  are  open,  there  are  no  direct  flights  to  them  on  U.S. 
carriers  from  U.S.  airports  typically  used  by  U.S.  exporters.  Air 
France,  which  is  the  only  carrier  into  Orly,  accepted  only  live 
products  such  as  lobsters. 

2 .  Continuing  Harassment 

After  strong  protests  were  made  by  U.S.  officials,  the 
French  government  reversed  its  decision  and  said  on  February  12 
that  it  would  accept  again  U.S.  government  certificates.  We 
thought  the  crisis  was  over. 

French  officials,  however,  continued  to  insist  that  U.S. 
shipments  on  processed  products  be  detained  for  extensive  and 
time-consuming  testing  and  inspection  at  the  port  of  entry. 
Delays  for  fresh  products  were  from  three  to  five  days,  and  one 
or  more  weeks  for  frozen  product.  Only  live  seafood,  such  as 
lobsters,  was  cleared  without  detention. 

Because  fresh  monkfish,  dogfish  and  skate  products  have  a 
very  short  shelf-life,  they  must  be  delivered  and  sold  quickly. 
To  obtain  full  price,  a  shipment  must  clear  the  port  of  entry 
within  24  hours.  After  this  time,  the  product  can  only  be  sold  at 
a  discount.  After  three  days,  buyers  refuse  delivery  and  the 
product  must  be  destroyed. 

Because  of  the  inspection  delays  and  uncertainty  about 
French  import  policies,  U.S.  exporters  suspended  all  direct  air 
shipments  of  fresh  product  to  France.  Several  smaller  firms  also 
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have  suspended  shipments  of  frozen  products.  Lost  sales  exceeded 
$200,000  per  week. 

U.S.  exporters  did  try  to  mitigate  their  losses.  Some  were 
able  to  re-route  some  shipments  of  fresh  product  through  other 
European  airports,  including  London,  Amsterdam  and  Brussels. 
Products  were  inspected  at  these  ports  and  then  transported  to 
France  by  truck.  Re-routing,  however,  added  costs.  Freight 
expenses  for  direct  air  shipments  to  France  are  approximately 
$0.50  per  pound.  Costs  to  ship  fresh  products  to  France  by 
transshipping  through  other  European  countries  are  approximately 
$1.00  per  pound. 

At  the  present  time,  approximately  12  0,000  pounds  of  fresh 
product  (export  sales  value  of  approximately  $120,000)  are  being 
sold  to  French  importers  who  are  accepting  delivery  in  other 
European  nations.  French  authorities,  however,  are  threatening  to 
seize  these  products  and  importers  may  suspend  future  purchases. 

3.  Recent  Developments 

On  March  4,  the  U.S.  trade  Representative  announced  that 
French  officials  had  agreed  to  reopen  Charles  de  Gaulle  Airport 
to  seafood  imports,  and  resume  normal  spot  inspection  procedures 
of  exporters  whose  prior  shipments  have  not  been  found  to  raise 
concerns.  Also,  a  team  of  U.S.  inspection  officials  went  to  meet 
with  French  officials  this  week  to  clarify  various  technical 
issues. 

Despite  these  very  positive  developments,  the  trade 
practices  of  French  officials  continue  to  change  and  normal  trade 
has  not  resumed. 
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First,  several  U.S.  exporters  have  been  targeted  by  French 
authorities  for  continued  detentions  and  time-consuming 
inspections.  Why  these  firms  were  singled  out,  and  what  will 
happen  to  them  in  the  future  remains  unclear. 

Second,  we  still  do  not  understand  the  public  health 
concerns  of  French  officials.  As  a  result,  U.S.  firms  do  not 
know  what  standards  their  products  must  meet  to  pass  French 
tests. 

Third,  the  procedural  rules  in  France  keep  changing.  Two 
days  ago,  for  example,  we  learned  that  French  officials  were 
insisting  on  24  hours  advanced  notice  before  fresh  shipments 
would  be  accepted  at  Charles  de  Gaulle  Airport. 

As  a  result,  we  have  lost  confidence  in  the  fairness  of  the 
French  inspection  program.  Until  these  issues  are  resolved 
seafood  trade  with  France  will  continue  to  suffer. 

In  conclusion,  I  wish  to  say  "thank  you"  to  the  many  people 
in  government  who  have  helped  us. 

Throughout  this  controversy,  U.S.  government  officials  have 
done  an  outstanding  job  in  convincing  French  officials  to 
reconsider  their  policies.  The  outpouring  of  support  from  many 
Senators  and  Representatives  also  has  been  a  critical  factor. 

Without  your  support  and  continued  involvement,  I  believe 
U.S.  firms  would  still  be  facing  a  total  embargo  of  our  products. 
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3/3/94 


Kathy  Dovmey 

Trio  Algarvio  Seafood 

P.O.  Box  4028 

New  Bedford,  MA  02741 

TEL  508-993-5868 

FAX  508-990-3867 


U.S.  Exporters  to  Franc* 


Joseph  Bekoff 

Atlantic  Coast 

3  3  Cape  Street 

New  Bedford,  MA  02740 

TEL  508-993-1773 

FAX  508-993-2584 


Christine  Adainister 
Cross  Atlantic 
P.O.  Box  244 
Newport,  RI 
TEL  401-423-3455 
FAX  401-423-3188 


Larry  Sylvia 

Family  Fisheries 

One  Greene  &  Wood  Pier 

New  Bedford,  MA  02740 

TEL  508-997-2805 

FAX  508-992-4657 


Louis  Fass 

International  Seafood 
P.O.Box  1150 
Hayes,  VA  23072 
TEL  804-642-6362 
FAX  804-642-3074 


Tony  Andrews 
Lobster  Express 
52  5  Maine  Street 
Amesbury,  MA  01913 
TEL  508  388-3001 
FAX  508-388-1987 


Stephen  Barndollar 
Seatrade 
P.O.  Box  1090 
Portsmith,  NH  03802 
TEL  603-431-5184 
FAX  603-431-2898 


Ron  Jackson 

North  Atlantic  Products 

Rockland,  ME 

TEL  207-596-0331 

FAX  207-596-0532 


Michael  Hopper 
Worldwide  Seafoods 
7  Conway  Street 
New  Bedford,  MA  02740 
TEL  508-979-1210 
FAX  508-979-1211 


Louis  Juillard 
The  Southboro  Company 
25  Overlook  Drive 
Southboro,  MA  01772 
TEL  508  485-8048 
FAX  508  485-3890 


Henry  Gioni 

Wanchese  International 

Homers  Wharf 

New  Bedford,  MA 

TEL  508-996-3352 

FAX  508-994-8308 


Amando  Estivars 
Norstar  Foods 
P.O.Box  40069 
New  Bedford,  MA  02740 
TEL  508-999-6274 
FAX  508-992-2495 


Gerald  Paquette 
GNP  Trading 
75  Stillwater  Dr. 
Warwick,  RI  02889 
TEL  401-732-1190 
FAX  401-732-6368 


Brian  Dornman 
Shoreside 
P.O.Box  381 
Kingston,  RI  02852 
TEL  401-294-6650 
FAX  401-294-6729 


Ginny  Silvia 

Bayside  Seafoods 

18  Wright  St. 

New  Bedford,  MA  02740 

TEL  508-994-1328 

FAX  508-994-1470 
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TESTIMONY  TO  THE  SOBCOMMITTEE  ON  FISHERIES  MANAGEMENT 

HODSE  COMMITTEE  ON  MERCHANT  MARINE  AND  FISHERIES 

AMBASSADOR  RUFDS  YERXA 

DEPUTY  0.8.  TRADE  REPRESENTATIVE 

ON 

MARCH  10,  1994 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  brief  your 
Subcommittee  on  the  situation  facing  U.S.  seafood  exports  to 
France.   I  appreciate  the  concern  of  this  Subcommittee  with  the 
recent  French  Government  practices  which  severely  disrupted  U.S. 
seafood  escports.   That  is  a  concern  that  has  been  very  strongly 
shared  by  the  Administration.   As  you  have  heard  in  earlier 
testimony,  the  practices  in  question  included  the  physical 
detention  and  testing  of  all  shipments  from  the  United  States, 
causing  in  many  cases  deterioration  to  U.S.  products  and 
commercial  harm  to  our  companies.   Also,  Charles  de  Gaulle 
Airport  was  closed  without  warning  to  imports  of  fish  and  animal 
products.   This  situation  was  clearly  unacceptable  and  totally 
indefensible. 

Beginning  the  day  the  French  began  disrupting  our  seafood 
exports,  U.S.  officials  here  and  in  our  Embassy  in  Paris  have 
worked  intensively  to  bring  an  end  to  these  practices.   Even 
before  receiving  formal  notice  of  the  French  import  ban,  the 
Embassy  undertook  urgent  demarches  to  the  Prime  Minister's  office 
and  every  other  concerned  French  Government  agency.   USTR  has 
worked  closely  with  Congressional  staffs,  the  National  Fisheries 
Institute  and  all  relevant  U.S.  Government  agencies  to  ensure  a 
coordinated  and  effective  U.S.  Government  response. 
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2 
Last  Friday,  L'.S.  Trade  Representative  Mickey  Kancor  announced 
that  U.S.  officials  had  reached  preliminary  understandings  with 
the  French  government  to  resolve  differences  over  their  use  of 
regulatory  standards  and  to  restore  the  normal  flow  of  U.S. 
seafood  exports  to  France.    That  announcement  came  as  a  result 
of  intensive  consultations  with  the  French  Ministries  of  Trade 
and  Agriculture.   During  the  course  of  those  consultations, 
Ambassador  Kantor  was  informed  that  French  authorities,  effective 
Monday,  J'Jarch  7,  would:  (1)  reopen  Charles  de  Gaulle  Airport  to 
fish  and  animal  product  trade;  and  (2)  resume  normal  spot 
inspection  procedures  of  all  exporters  whose  prior  shipments  have 
not  been  found  to  raise  any  concerns.   These  so-called  "category 
a"  firms  account  for  the  overwhelming  majority  of  U.S.  exports. 
French  officials  have  advised  USTR  that  any  future  testing  of 
products  to  ensure  compliance  with  French  standards  will  be 
conducted  in  a  manner  that  does  not  lead  to  any  deterioration  of 
the  products  nor  cause  commercial  harm  to  the  companies  involved. 

Notwithstanding  this  progress  toward  a  return  to  normal  trade, 
the  U.S.  Government  and  U.S.  exporters  had  a  number  of  technical 
questions  concerning  French  Government  requirements.   Our 
companies  need  clarity  and  certainty  as  to  which  standards  and 
methods  are  being  applied,  and  the  U.S.  Government  needs  to  make 
an  assessment  as  to  whether  these  standards  and  methods  are 
reasonable. 
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We  are  also  quite  concerned  abour  the  treatment  of  the  so-called 
"category  b"  firms.   The  French  Government  has  stated  that  recent 
testing  found  some   non-compliance  with  French  requirements  by 
certain  U.S.  companies,  and  indicated  that  products  of  these 
companies  would  therefore  be  subject  on  a  provisional  basis  to 
intensive  testing.   We  are  committed  to  working  closely  with 
French  authorities  to  ensure  that  these  firms  qualify  as  quickly 
as  possible  for  "category  a"  treatment. 

On  Friday,  March  4  the  French  Government  offered  to  meet  with 
U.S.  technical  experts  this  week  to  discuss  these  points.   On 
Monday,  March  7  a  team  of  U.S.  Government  experts  arrived  in 
Paris  to  begin  those  consultations.   Once  the  team  returns,  it 
will  brief  USTR  and  other  U.S.  Government  agencies  on  the  results 
of   the  trip.   On  that  basis  —  and  on  the  basis  of  reports  from 
U.S.  exporters  on  their  most  recent  experiences  --  we  will  nake 
an  assessment  very  soon  as  to  whether  normal  trade  has  in  fact 
resumed  in  this  sector. 

We  will  work  with  French  authorities  in  the  coming  days  to  ensure 
that  all  shipments  of  U.S.  fish  receive  fair  and  expeditious 
treatment  by  French  customs  and  health  officials. 

U.S.  exporters  are  willing  to  comply  fully  with  legitimate  import 
requirements.   The  U.S.  Government  is  not  prepared  to  accept  the 
use  of  product  standards  to  create  a  disguised  form  of 
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protection. 

U.S.  seafood's  popularity  reflects  its  high  quality  and  safety. 
We  are  pleased  that  French  consumers  soon  will  be  able  to  enjoy 
this  product  again. 
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Senator  John  Kerry 

Statement  for  Subcorrjnittee  on  Fisheries  Management  hearing  on 
France's  unfair  trade  barriers  against  U.S.  seafood  products. 
March  10,  1994 

FINANCE'S  UNFAIR  TRADE  BARRIERS  AGAINST  U.S.  SEAFOOD  PRODUCTS 

Mr.  Chairman  and  Members  of  the  Corjnittee,  I  would  like  to 
thank  you  for  the  opportunity  to  testify  today  and  to  com.T.ent  on 
the  recent  events  in  France  where  French  Fisherr.en  strikes 
demanding  higher  prices  for  their  products  turned  into  angry  riots. 
The  Government  of  France,  in  an  attempt  to  prevent  its  rebellious 
fishermen  from  taking  further  violent  actions  and  without  prior 
notice  on  February  5,  1994,  refused  to  continue  to  recognize 
inspection  and  certification  by  the  U.S.  Food  and  Drug 
Administration  or  the  Department  of  Commerce  as  meeting  the  health 
and  safety  requirements  of  the  European  Union.  This  refusal  to 
recognize  U.S.  seafood  export  inspection  and  certification 
programs  resulted  in  a  ban  of  all  U.S.  seafood  imports.  Prodded  by 
the  U.S.  Government,  France  lifted  the  outright  ban  on  February  12, 
1994  but  replaced  it  with  an  arduous  and  unjustified  100  percent 
U.S.  seafood  inspection  program.  Accompanying  these  actions  was 
the  closure  of  Charles  de  Gaulle  Airport  the  pri.mary  point  of  entry 
for  fresh  U.S.  seafood  products.  These  unwarranted  actions  were  in 
direct  contravention  of  French  and  European  international  trade 
obligations. 

The  immediate  effect  of  France's  actions  was  striking  and 
stinking.  Approxim.ately  25  to  30  tons  of  fresh  fish,  valued  at 
$250,000,  was  stranded  without  refrigeration  at  the  Customs  Office 
at  Charles  de  Gaulle  Airport  where  it  began  to  rot  and  had  to  be 
destroyed.  The  long-term  effects  of  these  policies  were  just  as 
significant  since  the  U.S.  fishing  industry,  especially  the  portion 
that  deals  in  fresh  products,  expects  to  lose  up  to  S200,000  per 
month  as  the  actions  of  the  French  continue.  The  actions  of  France 
come  during  one  of  the  busiest  times  for  U.S.  exporters,  the  period 
leading  up  to  Easter. 

I  applaud  the  swift  and  firm  actions  of  U.S.  Trade 
Representative  Michael  Kantor,  the  State  Department,  the  Department 
of  Commerce  and  other  federal  agencies  working  to  resolve  this 
urgent  problem.  The  Administration  quickly  convened  all  the 
concerned  agencies  with  the  Trade  Representative  taking  the  lead. 
Ambassador  Kantor  began  a  series  of  communications  with  the 
Government  of  France  in  an  effort  to  resolve  the  problems.  While 
this  process  can  nonr.ally  take  weeks  or  months,  the  federal 
agencies  involved  recognized  the  urgency  of  this  unique  problem  and 
the  negotiations  were  completed  in  a  few  days.  Most  significantly. 
Ambassador  Kantcr's  letter  of  March  3,  1994,  advised  the  Government 
of   France   of   the   seriousness   of   its   actions   and   the 
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unresponsiveness  of  their  communications  and  warned  that 
retaliatory  measures  were  imminent  if  it  did  not  properly  address 
the  situation  and  restore  free  trade. 

Up  to  this  point 
things  did  not  look  good  for  those  involved  in  the  industry  of 
exporting  U.S.  fish  products.  The  main  point  of  entry  for  fresh 
seafood  products,  Charles  de  Gaulle  Airport,  remained  closed  and 
all  products  were  being  subjected  to  100  percent  testing  under 
obsolete  standards.  The  additional  tests  required  by  France  are 
extensive  and  can  take  up  to  four  days.  Because  fresh  seafood 
products  have  a  very  short  shelf-life,  delays  for  these  inspections 
cause  spoilage  and  lose  value.  Therefore,  these  inspection 
requirements  are  in  effect,  banning  the  importation  of  fresh 
seafood  products  and  delaying  the  importation  of  frozen  products  by 
one  week  or  more. 

The  French  actions  have  had  disastrous  affects  on  the  U.S. 
seafood  producers,  especially  in  Massachusetts.  There  are 
approximately  15  to  20  U.S.  firms  which  process  fresh  and  frozen 
seafood  products  and  export  them  to  France  and  other  European 
nations.  Normally  these  firms  employ  more  than  1,000  people  and 
they  purchase  seafood  products  from  more  than  100  U.S.  vessels 
which  employ  more  than  500  fishermen.  Personally,  I  have  heard 
from  the  owners  of  fresh  fish  processing  and  exporting  companies  in 
New  England  that  are  faced  with  closing  down  operations  since  their 
markets  have  dried  up.  One  company  in  New  Bedford  has  had  to  lay 
off  60  of  its  65  employees.  Other  exporters  have  resorted  to  using 
alternate  routes  through  other  European  Union  Countries  operating 
at  little  or  no  profit  in  order  to  keep  their  customers  in  France 
supplied. 

Kany  of  these  companies  are  hurting  badly  since  France  is  the 
only  market  for  many  of  the  so  called  "underutilized  species"  or 
alternate  species  that  includes  dogfish,  skate  and  monkfish.  Other 
companies  dealing  in  frozen  products  are  taking  a  chance  and 
continuing  to  ship  their  products  by  sea,  hoping  that  these  cargoes 
will  pass  the  ambiguous  french  inspection  standards  and  will  be 
allowed  to  enter,  even  though  it  may  take  weeks  longer  than  before. 
But  despite  the  severe  damage  already  caused  to  the  U.S.  seafood 
industry,  it  is  an  uncertainty  about  what  standards  the  Government 
of  France  is  applying  and  what  steps  it  is  going  to  take  next  that 
is  really  worrying  the  industry. 

The  actions  of  France  and  uncertainty  of  the  availability  of 
markets  are  compounding  the  problems  of  the  New  England  Fishing 
industry  that  is  bracing  itself  for  the  implementation  of  Comir.erce 
Department  regulations  which  will  reduce  fishing  of  traditional 
groundfish  species  including  cod  and  haddock  by  half  over  the  next 
five  years.  These  new  limitations  alone  are  expected  to  have 
disastrous  effects  on  traditional  fishing  con-.-nunities  like  New 
Bedford  and  Gloucester. 
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I  have  been  in  continual  contact  with  the  Secretary  of 
Commerce,  the  United  States  Trade  Representative,  the  State 
Department,  and  the  National  Marine  Fisheries  Ser'/ice.  These 
agencies  have  done  an  outstanding  job  of  communicating  with 
Congress  and  the  affected  industries  about  the  progress  of 
negotiations  with  France. 

Senator  Kennedy,  Congressman  Frank  and  I  have  personally 
encouraged  Secretary  Brown  to  continue  efforts  to  lift  the  de  facto 
French  eriargo.  I  have  continued  to  provide  the  Trade 
Representative  and  the  State  Department  with  exa,mples  of  the  impact 
these  restrictions  are  having  on  the  New  England  fishing  industry. 
Senator  Kennedy  and  I  along  with  Senators  Pell,  Mitchell,  Cohen, 
Stevens  and  Kurkowski  introduced  a  Senate  resolution  calling  upon 
the  Govemnent  of  France  to  stop  its  harassment  of  U.S.  seafood 
imports  and  to  ask  for  President  Clinton  to  identify  areas  fcr 
retaliatory  trade  sanctions  against  France.  I  am  pleased  that  the 
resolution  passed  by  unanimous  consent  on  Tuesday,  March  8.  In  the 
House,  Representatives  Frank,  Studds  and  Torkildsen  introduced  a 
resolution  with  a  similar  purpose.  These  resolutions  send  a 
message  to  the  Government  of  France  about  the  seriousness  of  its 
actions.  Additionally,  letters  have  been  sent,  signed  by  a  number 
of  members  of  both  houses,  to  the  French  Amiassador  to  the  United 
States  and  the  appropriate  French  Ministries  urging  the  Government 
of  France  to  take  Immediate  action  to  end  its  harassment  of  United 
States  seafood  importers  so  that  the  need  for  countermeasures  is 
avoided. 

I  was  encouraged  by  the  developments  on  March  4,  when 
Ambassador  Kantor  advised  that  he  had  reached  preliminary 
understandings  with  French  officials  in  order  to  resolve  their 
differences  and  restore  the  normal  flow  of  U.S.  seafood  exports  to 
France.  Ambassador  Kantor  also  advises  that  the  French  authorities 
have  reopened  Charles  de  Gaulle  Airport  to  seafood  trade  and  have 
resumed  "nonnal"  spot  inspection  procedures  as  of  Monday,  March  7. 
It  is  also  good  to  hear  reports  that  shipments  of  fresh  products 
are  now  passing  through  Charles  de  Gaulle  Airport  with  little 
delay.  However,  I  am  a  little  distressed  that  the  reinstitution  of 
normal  inspection  procedures  applies  only  to  those  exporters  whose 
prior  shipments  were  'found  not  to  raise  any  concerns"  with  the 
French.  The  governm>ent  of  France  has  released,  publicly  in  France, 
a  list  of  those  companies  that  it  identified  as  having  problems  and 
that  would  continue  to  be  subjected  to  "vigorous"  inspection 
procedures.  I  understand  that  the  list  started  out  with  six  U.S. 
companies  and  is  now  down  to  three,  two  of  them  monkfish  exporters 
from  New  Bedford.  I  believe  that  France  could  have  handled  this 
process  m.ore  discretely  since  releasing  the  inspection  list 
publicly  in  France  has  resulted  in  those  co.mpanies  being 
blacklisted  by  the  French  seafood  importers  even  though  trade  is 
being  resumed . 
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Since  the  vigorous  inspections  are  continuing  ior  tJicse 
companies  I  am  pleased  to  hear  that  the  team  of  United  States 
health  experts  that  flew  to  Franco  this  week  has  met  with  the 
French  and  discussed  the  inspection  standards  and  methodologies 
employed  by  the  French.  I  understand  now  that  our  officials  from 
the  Commerce  Department  and  the  Food  and  Drug  Administration  have 
reported  on  the  French  inspection  standards  and  criteria  I  urge 
them  to  assist  our  exporters  in  complying  with  them.  I  also  am 
glad  to  hear  that  the  French  officials  have  advised  that  future 
seafood  testing  will  be  conducted  in  a  manner  that  does  not  load  to 
any  deterioration  of  the  products  tested  nor  cause  commercial  harm 
to  the  companies  involved. 

Despite  these  encouraging  developments,  many  of  my 
Congressional  colleagues  and  I  are  not  satisfied  that  the  situation 
is  completely  resolved  and  that  is  why  we  are  here  today.  I  urge 
the  Administration  to  continue  to  work  with  the  Government  of 
France  to  ensure  that  they  live  up  to  their  commitments.  The 
Administration  should  continue  to  assist  the  export  companies  in 
dealing  with  the  French,  especially  those  on  the  continued  vigorous 
testing  list.  Although  there  is  probably  no  way  to  fully 
compensate  the  U.S.  exporters  of  seafood  impacted  by  the  actions  of 
the  French  the  Administration  should  assist,  in  any  way  possible, 
those  seeking  compensation  in  the  French  Court  System. 

Overall,  the  actions  of  France  set  a  terrible  precedent  in 
international  trade  issues  in  every  way  possible  for  countries 
dealing  with  illegal  domestic  unrest  over  similar  import  problems. 
Even  though  I  join  Ambassador  Kantor  in  welcoming  the  commitments 
made  by  French  authorities  to  remove  the  impediments  to  trade,  I 
will  not  be  satisfied  that  this  trade  problem  has  been  resolved 
until  I  confirm  that  the  U.S.  fishing  and  exporting  industry  is 
back  to  normal  and  the  flow  of  free  trade  has  been  restored  for  all 
the  U.S.  exporters  of  seafood  products  to  France. 

I  hope  that  this  problem  is,  indeed,  moving  to  a  quick 
conclusion.  But  if  the  Government  of  France  reneges  on  their 
commitments  or  implements  similar  restrictive  trade  actions  in  the 
future,  I  urge  the  President  to  carry  out  the  actions  called  for  in 
the  Senate  and  House  resolutions  and  implement  appropriate  trade 
sanctions  against  France  as  soon  as  possible. 

I  would  like  to  thank  the  both  Chairman  Manton  and  Chairman 
Studds  for  holding  this  important  hearing  that  effects  the 
livelihood  of  many  hardworking  Americans. 
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MEMORANDUM 


MEMBERS,  SUBCOMMITTEE  ON  FISHERIES  MANAGEMENT 


SUBCOMMITTEE  STAFF 


UNFAIR  FRENCH  TRADE  PRACTICES 


INTRODDCTION 

On  Thursday,  March  10,  1994,  the  Subcommittee  on  Fisheries 
Management  will  be  holding  a  hearing  on  French  trade  barriers  against 
U.S.  seafood  products.   The  hearing  will  be  held  in  Room  1334 
Longworth  House  Office  Building  at  1:30  P.M.   Witnesses  include:  The 
Honorable  Rufus  Yerxa,  Deputy  U.S.  Trade  Representative,  representing 
the  Administration;  and,  Mr.  Richard  Gutting,  Vice  President  of 
Government  Relations,  National  Fisheries  Institute.   Representatives 
of  the  Departments  of  Commerce,  State  and  Health  and  Human  Services 
will  be  on  hand  to  answer  questions. 


APEB  MADE  OF  BECVCLEO  FIBEBS 


34 


Subcommittee  on  Fisheries  Management 

Unfair  Trade  Practice)  Hearing 

March  10,  1994,  page  2 

FRENCH  EMBARGO  OF  U.S.  SEAFOOD  (2/8  TO  2/12) 

On  February  8,  1994,  pursuant  to  an  unsubstantiated  claim  of 
possible  health  risks,  the  Government  of  France  (GOF)  suddenly  and 
unfairly  began  restricting  most  seafood  imports.   U.S.  seafood  exports 
were  affected  by  the  embargo.   The  embargo  followed  two  weeks  of 
rioting  by  French  fishermen  who  had  been  complaining  of  having  lost 
profits  due  to  low  priced  seafood  imports.   Four  federal  agencies 
responded  to  the  situation:  the  U.S.  Trade  Representative's  Office 
(USTR) ;  and  the  Departments  of  State,  Commerce  and  Health  and  Human 
Services.   USTR  took  the  lead  in  this  matter,  recognizing  that  this 
action  was  a  blatant  attempt  to  protect  the  interests  of  French 
fishermen,  and  not  related  to  health  concerns. 

At  the  end  of  January,  French  fishermen  from  the  western  region  of 
Brittany  staged  protests  against  foreign  seafood  imports.   Protesters 
had  blocked  seaports,  raided  fish  markets,  and  even  dumped  imported 
product  into  the  Atlantic.   On  February  2,  after  France's  National 
Fishing  Committee  and  Brittany's  Regional  Committee  met  with  the 
Agricultural  and  Fishing  Minister  Jean  Puech,  the  GOF  announced  $51 
million  would  be  allocated  to  assist  the  French  fishing  industry.   A 
violent  protest  occurred  during  a  February  4th  visit  to  Brittany  by 
Prime  Minister  Edouard  Balladur.   Following  this  protest,  the  GOF 
announced  a  second  aid  package,  bringing  the  total  promised  allocation 
to  $75  million. 

The  GOF  justified  its  actions  as  merely  being  the  implementation  of 
a  seafood  safety  directive  established  by  the  European  Community  on 
July  22,  1991  (91/493/EEC) .   The  directive  established  a  seafood 
processing  program  designed  to  scientifically  determine  and  control 
those  stages  during  processing  of  seafood  which  appear  to  present  the 
greatest  opportunities  for  causing  health  risks.   The  EU  has  set  forth 
similar  directives  which  apply  these  same  principles  to  other  food 
commodities. 
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The  GOF  restrictions  on  the  importation  of  seafood  affected 
virtually  all  non-European  Union  countries.   Under  EU  directive 
91/493/EEC,  the  GOF  began  conducting  100%  inspections  of  seafood 
imported  from  relevant  countries.   Five  exceptions  were  granted: 
Canada,  Faroe  Islands,  Chile,  Argentina,  and  New  Zealand.   France 
closed  Rossy/Charles  De  Gaulle  Airport,  historically  the  largest 
seafood  cargo  port,  to  imports  declaring  the  airport  lacked  sufficient 
refrigeration  facilities.   U.S.  exporters  reported  inspection  delays, 
especially  on  fresh  products  with  short  shelf  lives.   U.S.  seafood 
vendors  also  reported  poor  or  unsanitary  conditions  during  testing. 
U.S.  exporters  estimated  twenty  tons  of  seafood  spoiled  at  French 
airports  and  seaports  awaiting  inspection  during  the  period.   The  GOF 
officially  ended  the  embargo  on  Saturday,  February  12,  1994. 

CONTINUED  SEAFOOD  INSPECTION  HARASSMENT 

While  the  direct  embargo  had  been  lifted,  the  GOF  continued 
extremely  rigorous  inspections  of  all  formerly  embargoed  seafood. 
Imports  were  reguired  to  have  originated  from  companies  certified  to 
meet  Directive  91/493/EEC.   The  National  Marine  Fisheries  Service 
(NMFS)  and  the  Food  and  Drug  Administration  (FDA)  provided  lists  of 
qualifying  U.S.  exporters  to  the  GOF;  however,  both  fresh  and  frozen 
products  continued  to  experience  long  inspection  delays  which 
jeopardized  the  quality  and  wholesomeness  of  some  fresh  products. 
Charles  De  Gaulle  airport  continued  to  remain  closed  to  fresh  imports 
except  live  animals  (lobsters).   As  a  result  of  these  ongoing 
problems,  NMFS  and  FDA  advised  U.S.  vendors  of  fresh  fish  products  not 
to  export  to  France. 

U.S.  RESPONSE 

In  the  first  days  of  embargo,  the  U.S.  Embassy  in  Paris  issued  an 
official  statement  protesting  the  actions  of  the  French  Government  in 
this  regard.   After  continued  pressure  from  Ambassador  Kantor 
resulting  from  concerns  expressed  by  the  U.S.  seafood  industry  to 
federal  agencies  and  congressional  offices,  the  embargo  was  lifted. 
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While  the  rigorous  inspections  continued,  Ambassador  Kantor  pursued 
ongoing  mediations  with  French  Trade  Minister  Gerard  Longuet.   On 
February  17,  1994,  the  Ambassador  spoke  with  Minister  Longuet  noting 
that  the  inspections  constituted  harassment  under  international  trade 
law.   He  expressed  the  possibility  that  the  U.S.  was  considering 
taking  retaliatory  steps  against  the  $100  million  French  cheese  and 
wine  market  into  the  U.S.   On  February  18,  1994,  the  U.S.  Ambassador 
to  France  again  discussed  the  trade  problems  with  Minister  Longuet. 
On  February  22,  1994,  Ambassador  Kantor,  when  meeting  with  Congressman 
Barney  Frank,  stated  that  the  U.S.  would  seek  "successful  resolution 
of  full  and  unrestricted  access  of  American  fish  to  French  markets." 

CTJRRENT  SITUATION 

U.S.  Trade  Representative  Mickey  Kantor  issued  a  press  release  on 
Friday,  March  4,  1994,  announcing  U.S.  and  French  officials  had 
reached  "preliminary  understandings"  to  restore  the  normal  flow  of 
most  seafood  trade.   According  to  the  release,  Ambassador  Kantor 
received  the  third  official  communication  from  the  French  Government 
last  week  which  listed  concessions  scheduled  to  be  enacted  on  Monday, 
March  7,  1994,  to  resolve  outstanding  concerns  over  their  seafood 
embargo  and  organized  inspection  programs.   The  Ambassador  had 
announced  that  the  GOF  would  reopen  Charles  De  Gaulle  airport  for  all 
types  of  seafood  imports,  and  would  revert  back  to  the  pre-embargo 
inspection  system  of  random  spot  testing  of  most  seafood  imports. 
France  has  pledged  all  inspections  will  be  conducted  under  appropriate 
and  safe  conditions.   Though  these  developments  are  encouraging,  the 
Ambassador  confirmed  that  some  questions  remain  regarding  the 
inspection  standards,  the  status  of  fresh  product  imports,  and  the 
issue  of  compensation  for  spoiled  product.   Saturday,  Prime  Minister 
Balladur  responded  to  Ambassador  Kantor 's  comments.  He  stated  that  the 
U.S.  retaliatory  threats  which  would  be  imposed  if  the  situation  was 
not  fully  resolved,  "amount  to  a  violation  of  fair  trade  practices." 
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To  date,  the  U.S.  has  not  received  satisfactory  instructions 
regarding  the  safety  standards  being  required  of  exporters,  though  the 
GOF  has  stated  that  French  inspectors  are  using  the  mandate  of  the 
91/493/EEC  Directive.   Despite  these  assurances,  U.S.  exporters  who 
have  met  the  EU  standards  as  certified  by  NMFS  and  FDA,  report  that 
cargo  has  been  consistently  restricted  over  the  past  month.   U.S. 
seafood  safety  experts  left  Monday  (3/7/94)  to  meet  with  French 
experts  to  clarify  standards  over  the  next  few  days. 

Despite  lifting  the  embargo  and  accepting  U.S.  certification  of 
exports,  the  French  Government  has  not  amended  their  current  policy  of 
100%  inspection  of  fresh  product.   USTR  hopes  the  GOF  will  return  to 
the  former  inspection  practice  or  amend  this  current  policies  and 
begin  to  randomly  sample  fresh  product  as  is  the  accepted 
international  policy  with  agricultural  imports. 

The  USTR  recognize  the  importance  of  the  French  export  market  for 
fresh  product,  as  France  is  one  of  the  largest  importers  of  Northern 
Atlantic  underutilized  monkfish,  skate,  and  dogfish.   Some  New  England 
fishermen  have  found  this  market  as  a  way  to  remain  in  business, 
especially  in  light  of  new  fishing  restrictions  on 
historically-harvested  depleted  species.   With  only  a  very  small 
domestic  market  for  underutilized  species,  the  French  market  has 
become  the  livelihood  of  some  U.S.  fishermen  and  exporters. 

Normally,  companies  affected  by  trade  barriers  are  not  compensated 
for  their  losses.   Yet,  the  losses  involved  over  the  course  of  the 
embargo  consist  not  only  of  shipping  charges,  but  also  of  lost 
product.   Though  neither  USTR  nor  industry  have  been  successful  yet  in 
tallying  a  final  total  for  damages,  exports  to  France  before  Easter 
historically  total  more  than  Si  million  per  week.   One  industry 
estimate  of  loss  sales  of  fresh  product  exceeded  $200,000  per  week. 
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CONGRESSIONAL   ACTION 

To  address  the  compensation  issue,  the  House  and  the  Senate  both 
are  considering  resolutions.   In  the  House,  H.  Res.  3  62  was  introduced 
by  Representative  Frank  (MA)  on  February  11,  1994,  and  is  cosponsored 
by  Representative  Studds,  Torkildsen,  Manton,  Traficant,  Rose, 
Moakley,  Schenk,  Blute,  Gejdenson,  Meek,  DeFazio,  Boucher,  Snowe, 
Shepherd,  Evans,  Hughes,  and  Klein.   In  the  Senate,  companion 
resolution  S.  Res.  183  was  introduced  by  Senator  Kerry  on  February  28, 
1994,  and  is  cosponsored  by  Senators  Kennedy,  Stevens,  Pell,  Mitchell, 
Cohen,  Murkiwski,  and  Chafee. 

The  resolutions  call  upon  France  to  immediately  stop  its  embargo  of 
seafood,  and  call  upon  President  Clinton  to  compile  a  list  of 
retaliatory  sanctions  which  might  be  available  to  the  U.S.  and  seek 
compensation  for  U.S.  fishermen  and  seafood  exporters.   Recent  actions 
by  France  and  USTR  have  accomplished  two  of  these  provisions,  leaving 
only  the  compensation  question  unresolved.   The  House  resolution 
passed  the  Subcommittee  on  Economic  Policy,  Trade  and  the  Environment 
of  the  Foreign  Affairs  Committee  unamended  on  Tuesday,  March  8,  1994. 
Also  Tuesday,  the  Foreign  Relations  Committee  discharged  S.  Res.  183, 
and  then  cleared  the  Senate  unamended. 

THE  EUROPEAN  UNION  DIRECTIVE 

The  EU  directive  requires  each  member  country  to  enact  implementing 
legislation  to  establish  an  acceptable  seafood  safety  program;  though 
most  EU  countries  have  passed  the  legislation,  only  France  has 
implemented  their  program.   The  directive  lists  a  "Derogation 
provision"  provides  for  a  transition  period  for  countries  and  industry 
to  institute  the  necessary  measures.   Currently,  the  EU  transition 
authorization  expires  on  December  31,  1994,  but  is  expected  to  be 
extended  for  an  additional  year. 
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The  U.S.  Food  and  Drug  Administration  is  currently  seeking  conunents 
on  a  proposed  seafood  safety  rule  which  is  scheduled  to  be  implemented 
in  January,  1995.   The  EU  ministers  anticipate  this  new  system  will  be 
comparable  to  the  EU  mandate  and,  as  such,  U.S.  products  will  be 
acceptable  for  importation  without  the  need  for  additional  health  and 
safety  inspections.   During  the  transitory  period,  the  EU  is  granting 
equivalency  approval  to  non-Union  countries.   Currently  EU  inspectors 
are  in  New  Zealand  confirming  their  seafood  processing  program  and  may 
be  available  to  inspect  the  U.S.  procedures  as  early  as  May,  1994. 

It  is  important  to  note  that  the  EU  officially  disagrees  with  the 
restrictive  actions  taken  by  the  French  Government.   Under  EU  law,  the 
Union  can  formally  bring  charges  against  a  member  nation  which  is  seen 
as  violating  EU  mandates.   Such  "Infringement  Action"  has  been  filed 
by  the  Union  against  France  for  their  recent  action. 

TRADE  HISTORY 

In  1991,  the  U.S.  was  the  largest  exporter  of  seafood,  trading  more 
than  $3  billion  worth  of  fish  and  fish  products  world-wide.   The 
European  Union  (EU) ,  the  second  largest  buyer  of  U.S.  seafood  exports, 
purchased  $441  million  worth  of  seafood  in  1991,  of  which  $200  million 
was  imported  into  France.   France  annually  exports  $360  million  in 
fish  and  fish  products  to  the  U.S.,  including  value  added  commodities 
such  as  soap,  perfumes,  jewelry,  leather  goods,  and  nutritional 
supplements . 

France  has  a  long  history  of  obstructing  free  market  trade  in  order 
to  benefit  French  vendors.   In  the  past,  the  GOF  has  falsely  accused 
importers  of  failing  to  meet  French  safety  standards  and  has 
constrained  import  effort  by  limiting  ports  of  entry.   The  GOF  has 
targeted  both  technical  and  agricultural  commodities  for  restrictive 
trade  practices. 
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Last  year,  following  riots  staged  by  French  fishermen,  the  GOF 
changed  its  labelling  of  Canadian  scallops.   The  scallops  which  were 
formerly  known  as  "noix  de  petoncle"  were  relabelled  as  "noix  de  St. 
Jacques,"  denoting  a  product  of  lesser  quality.   Only  recently  has  the 
GOF  reversed  its  labelling  laws,  in  response  to  intense  lobbying  by 
the  Canadians. 

The  most  famous  case  of  French  protectionism  was  the  common 
practice  of  limiting  the  import  of  videocassette  recorders  by 
requiring  them  to  be  inspected  in  Poitiers.   In  the  1980's,  the  GOF 
limited  primarily  Japanese  VCR's  by  bottlenecking  them  through 
Poitiers,  a  small,  rural  town  hundreds  of  miles  from  the  nearest 
shipping  port. 

Last  July,  the  GOF  seized  800  Malaysian-made  televisions  claiming 
unsatisfactory  manufacturing.   The  Malaysian  company,  which  undersold 
a  comparable  French  built  version,  sued  the  GOF  for  protectionist  use 
of  safety  standards.   The  GOF  had  tested  the  sets  at  a 
government-recognized  laboratory  which  claimed  the  sets  could  cause 
dangerous  electric  shocks.   The  Malaysian  company  rebutted  these 
claims  by  producing  documents  certified  by  the  same  government- 
recognized  laboratory;  these  reports  stated  the  televisions  met  or 
exceeded  all  French  safety  standards  for  televisions. 
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ISSUES 

*  What  actions  are  being  taken  by  the  Administration  to  acquire 
compensation  for  exporters  who  have  experienced  loss  of  product? 

*  Are  there  any  efforts  to  deal  with  compensation  as  a  class  action? 

*  Do  the  comments  made  Saturday  by  Prime  Minister  Balladur  indicate  a 
lack  of  further  cooperation  by  the  French  to  fully  resolve  this 
matter? 

*  Will  Parliamentary  procedure  require  the  EU  to  proceed  with 
"Infringement  Action"  taken  against  France? 

*  Is  the  Administration  seeking  assurances  from  France  of  no  "new 
surprises"  on  the  horizon? 

*  Is  USTR  working  on  an  appeal  process  for  exporters  who  have  been 
charged  with  violating  French  safety  standards? 

*  Is  this  a  problem  exclusive  to  France  or  a  similar  situation  occur 
with  another  trading  partner? 
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